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TIMBER SALES—QUINAIELT INDIAN RESERVATION 


FRIDAY, APRIL 12, 1957 


y Untrep States SENATE, 
' SUBCOMMITTEE ON INDIAN AFFAIRS OF THE 


CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 


The subcommittee met at 8: 40 a. m., pursuant to notice, in room 224 
Senate Office Building, Senator Richard L. Neuberger, chairman of the 
subcommittee, presiding. 

Present: Senators Richard L. Neuberger (Oregon), and Barry 
Goldwater (Arizona). 

Also present: William H. Coburn, special counsel to the subeommit- 
tee; James H. Gamble, clerk to the subcommittee; and Robert Wolf, 
forestry consultant. 

Senator Neusercer. The subcommittee will please come to order. 

I should like to say for the record before I read this very brief 
statement of mine, that I am extremely grateful to Senator Goldwater 
and to the witnesses for coming at this early hour on the last day of 
the week. I want to explain both to them personally and for the record 
why the hearing was postponed 1 day. 

am a member of the Senate Public Works Subcommittee, which 1s 
considering two highly controversial bills dealing with the develop- 
ment of waterpower at Niagara Falls. 

At the last minute, Chairman Kerr of the subcommittee asked me 
if I could not preside because he had to participate in urgent meetings 
of the Senate Finance Committee in executive session to mark up some 
extremely important bills dealing with interest rates and taxation. 

In view of that request and in view of the absence from the city of 
other members of the subcommittee, it became incumbent upon me to 
accept Senator Kerr’s assignment in this respect. 

I just hope all of your understand because I do know that these 
things happen here a good deal. 

I want to express my apologies that we are here at such an early 
hour on the last day of the week. 

Senator Gotpwater. No need to apologize to me because I am down 
here at 8 o’clock every morning and this gives me something to do. 

Senator Neusercer. You are to to commended for continuing your 
Arizona, western habits of living in Washington, D. C. 

Senator Gorpwater. When the sun comes up people ought to get up. 

Senator Nevpercer. I agree with that. 

-My statement, which is very brief and introductory, I will read 
as follows: 

The purpose of this meeting is to pursue further the methods em- 
ployed by the Department of the Interior and the Bureau of Indian 


1 
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TIMBER SALES—QUINAIELT INDIAN RESERVATION 


Affairs in administering the timber resources of the Quinaielt Indians 
in the State of Washington. 

Following extensive hearings i in the field and in Washington, D. C.. 
during 1955 and 1956, the Subcommittee on the Legislative Ov ersight 
Function submitted a report on Federal timber sales policies. 

In its report, the committee made several recommendations with 
respect to the management of the Quinaielt Indians’ timber resources. 
Those recommendations appear on pages 15 and 16 of the report, and [ 
think it would be in order to have them placed in the record of this 
hearing at this point. 

(The material referred to is as follows :) 

1, The Bureau of Indian Affairs should promulgate a basic policy of stimu- 


lating relatively short-term, low-volume sales of Indian timber, using competi- 
tive-bid methods. 


2. The Bureau of Indian Affairs should discontinue the practice of requiring. 


bidders on allotted timber to make advance payments so large that maximum 
participation in the sale offering is restricted. 

3. The appraised price for Indian timber and the renegotiated prices under 
existing contracts should closely approximate the prices currently being received 
for comparable timber sold competitively. Prices for Quinaielt Indian timber 
under existing contracts should be revised in accordance with this recommenda- 
tion. Major objectives in planning the sales of Indian timber should be to 
obtain the maximum price, and adhere to sustained-yield principles. 

4. The Secretary of the Interior should immediately take the steps necessary 
to rescind the allowance for interest made in the price revision of October 1, 
1955, on the timber contracts with Rayonier, Inc., and the Aloha Lumber Co., 
and to increase the price of the Indian timber commensurately. 

The Secretary is requested to report by September 30, 1956, to the chairmen 
of both committees on the progress of the recommended contract revision. 

5. The Bureau of Indian Affairs should develop means, consistent with the 
autonomy of Indian groups and individual rights, by which Indians, whether 
or not they live on the reservation, may have a voice in the management of 
their business affairs and the protection of their property rights on the reserva- 
tion. 

6. The Secretary of the Interior should revise applicable regulations and 
future timber-sale contracts to provide for meaningful consultation with and 
the furnishing of full information on all matters affecting timber sales to duly 
authorized representatives of the Indians. The committee recommends that 
the regulations be drawn to provide the maximum business participation by 
the Indians. 

7. The Secretary of the Interior should develop methods for the distribution 
of funds from the joint sale of allotted Indian timber adequate to meet the 
immediate financial needs of the Indians. There should be provision for regu- 
lar annual payments. 

8. When funds withheld from the sale of Indian timber to meet administra- 
tive expenses exceed the actual cost, the excess amount should be distributed 
to the Indians without unreasonable delay. 

9. The Bureau of Indian Affairs should cooperate in working out a practical 
operating plan with those Indians who desire to operate their own timber or 
to pool allotments in order to sell their logs. 

10. Timber access roads to Indian timber should be constructed in advance 
of sales. The Secretary of the Interior should explore every possible means for 
financing this access road construction, including loans from available revolving 
loan funds to be repaid from Indian timber sales. 


Senator Neusercer: The joint committee in the Federal timber 
. sales policies report requested that a progress report be submitted to 
the chairman of both committees on the subjects of stumpage rate 
adjustments and interest charges for two timber sales contracts on 
the Quinaielt Indian Reservation. 

The Secretary complied with that request in October 1956 and I 
believe his report, together with subsequent correspondence: and 
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memoranda pertaining to the Quinaielt Reservation, should be placed 
in the record chronologically to serve as background material and a 
basis for continuing our inquiry into this subject. 

Without objection the letters and reports will be included in the 
record at this point. ~ 

(The material referred to is as follows:) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., October 16, 1956. 
Hon. JAMES FE. Murray, 
Chairman, Senate Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear SENATOR MuRRAY: The Special Subcommittee on the Legislative Over- 
sight Function of the Senate Committee on Interior and Insular Affairs and the 
Subcommittee on Public Works and Resources of the House Government Opera- 
tions Committee, in their reports on Federal timber sales policies, requested 
that a progress report be submitted to the chairmen of both committees by 
September 30, 1956, pertaining to stumpage rate adjustments and interest 
charges for the two timber sales contracts on the Quinaielt Indian Reservation, 
Wash. 

In compliance with those requests, there is enclosed a copy of a report 
entitled, “Progress Report Requested by Chairmen of Committees Investigating 
Federal Timber Sales Policies.” 

Sincerely yours, 
(Signed) Frep A. SEATON, 
Secretary of the Interior. 


PROGRESS REPORT REQUESTED BY CHAIRMEN OF COMMITTEES INVESTIGATING 
FEDERAL TIMBER SALES POLICIES 


PURPOSE OF REPORT 


The Secretary of the Interior has been requested to report by September 30, 
1956, to the chairmen of the Senate Committee on Interior and Insular Affairs, 
Subcommittee on, the Legislative Oversight Function, and the House Committee 
on Government Operations, Public Works and Resources Subcommittee, on the 
progress of recommended contract revision pertaining to the following items 
appearing on page 16 of the report entitled ‘“‘Federal Timber Sales Policies” : 

“4 (a) The appraised price for Indian timber and the renegotiated prices 
under existing contracts should closely approximate the prices currently being 
received for comparable timber sold competitively. Prices for Quinaielt Indian 
timber under existing contracts should be revised in accordance with this 


‘ recommendation. Major objectives in planning the sales of Indian timber should 


be to obtain the maximum price, and adhere to sustained-yield principles. 

“(b) The Secretary of the Interior should immediately take the steps neces- 
sary to rescind the allowance for interest made in the price revision of October 
1, 1955, on the timber contracts with Rayonier, Inc., and the Aloha Lumber Co.,- 
and to increase the price of the Indian timber commensurately.” 


LOCATION AND DESCRIPTION 


The Quinaielt Reservation is located on the Olympic Peninsula in the State 
of Washington and may be reached by traveling north on U. 8S. Highway No. 1 
to Lake Quinault from Hoquiam, a distance of about 40 miles. The reserva- 
tion is triangular in shape and contains about 175,000 acres, most of which is 
commercial timberland. About 24 miles of the reservation is bounded on the 
west by the Pacific Ocean. It comes to a point at Lake Quinault which is about 
20 miles from the coast. 

The timber is largely old-growth western red cedar and western hemlock. 
Included in the stands in relatively minor quantity are white fir, Sitka spruce, 
white pine; and Douglas fir. The timber is very poor in quality along the ocean 
front but increases gradually with distance from the ocean. The timber near 
the ocean is predominantly western red cedar. The amount of cedar decreases 
while hemlock increases with distance from the ocean. Douglas fir, a particu- 
larly important species, is almost nonexistent along the coast. With distance 
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from the salt water it increases in :juantity as well as quality. The effect of 
ocean winds is severe, resulting in tvees generally much shorter and of poorer 
quality than those located further inland. 


CONTRACT STATUS 


The two contracts in effect on the Quinault Reservation mentioned in the 
committee report are on the Taholah and Crane Creek logging units. The 
Taholah unit contract was approved on May 12, 1950, and will expire on April 1, 
1979, while the Crane Creek unit contract was approved on June 30, 1952, and 
will expire on April 1, 1986. 


STUMPAGE ADJUSTMENT PROVISIONS 


The Taholah and Crane Creek contracts both provide for quarterly adjust- 
ment of stumpage rates based on stipulated percentages of the average sales 
prices of logs for the past quarterly period. The percentages to be applied to the 
average sales prices of logs were determined by the ratio of the bid stumpage 
rates for each species to the quarterly average sales value of logs for a pre- 
determined period. In the case of the Taholah contract the Grays Harbor and 
Puget Sound log markets were stipulated. For the Crane Creek contract the 
Columbia River log market was included with the Grays Harbor and Puget 
Sound markets. 

The log markets referred to above are geographic districts of the Pacific 
Northwest Loggers Association with headquarters in Seattle, Wash. The mem- 
bers of the association are composed of loggers and mill operators. The asso- 
ciation compiles records of sales and purchases of logs by districts and prepares 
reports on a quarterly basis of these transactions. These records are for con- 
Summated sales and the quoted prices are those for past sales, and as such 
reflect trends. 

Both contracts provide for adjusting the percentage ratios in the event that 
they no longer reflect market conditions. The contracts differ slightly in the 
requirements. 

The Taholah contract contains the following clause which is pertinent to 
stumpage rate adjustments: 

“Tf, as a result of such review, the Secretary or such representative finds that 
the character of the operation, changes in marketing conditions, or, technological 
developments, have altered the situation to Such an extent that a change in the 
existing ratios between stumpage rates and the Grays Harbor-Puget Sound log 
prices appears warranted, he shall give 30 days’ notice * * *.” 

For the Crane Creek contract the clause is as follows: 

“Tf, as a result of said review, the approving officer finds that the character 
of the operation, changes in market conditions, or other factors have altered 
the situation to such an extent that, in his opinion, a change in the existing 
ratios between Stumpage rates and the Grays Harbor-Puget Sound-Columbia 
River weighted average log prices is warranted, he shall give 30 days’ no- 
tice * * *.” 

Both contracts provide that in changing ratios consideration will be given to 
changes in the character of the operation and changes in market conditions. 
One contract also includes technological developments while the other includes 
other factors. These conditions have been interpreted to mean changes which 
have taken place over a period of time which are not reflected by the quarterly 
adjustment feature of the contracts. In other words, they take into considera- 
tion trends in economic conditions that alter the original relationship between 
stumpage rates and log values. 


ADJUSTMENT OF RATIOS 


_ During the spring and summer of 1955, a review was made of the existing 
ratios between stumpage rates and log prices and it was found they did not 
refiect the market values of the stumpage. As a resuit of the review the stump-. 
age to log price ratios were increased effective October 1, 1955. The ratios were 
increased as follows: 
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Taholah unit | Crane Creek 
From To From To 
inthnieacadete osiccnsinenipinnsnieliae a sin rl <n flnlitiiaeesaaes 
: : Percent | Percent | Percent Percent 

Western white pine_.-.._..-__.-.-.-....-----. 14. 80 | 21, 00 | 16. 51 23.00 
I in eke oaks aie ; sao 9.71 | 14.00 | - 16. 04 18. 00 
Western redcedar___.__- SARs aca want ah oie 20. 09 | 22. 00 | 23. 44 24. 00 
Sitka spruce.............__- ye Abid: AS 18. 27 | 24. 00 | 21. 16 26. 00 
Douglas-fir. .._..._- A iateree enntatansaheatiit ‘ | 18. 50 | 27.00 | 22. 92 33.00 
Western Hemlock and other species-_-.. - 10.17 | ~ 15. 00 16. 16 19. 00 


The contract on the Taholah unit provided for the scaling of timber on the 
basis of 32 feet as the maximum length of one log and the ratios were deter- 
mined accordingly. Since the increased ratios were made effective on October 
1, 1955, the contract has been modified to provide for scaling by the Grays 
Harbor Log Scaling and Grading Bureau. This change was effective for timber 
sealed subsequent to July 1, 1956. Scaling by the Scaling Bureau is on the basis 
of 40 feet as the maximum length of one log. The contract modification also 
provided for an adjustment of the ratios to compensate for the difference in 
volume obtained by the two different rules. Consequently, the ratios estab- 
lished October 1, 1956, were adjusted upward on July 1, 1956, as follows: 


Taholah unit 











From To 
_ — — = -_-—— — 7 — 7 a — 
Percent | Percent 

Western white pine_..- | 21 | 
White fir_- 14 | 16 
Western redeedar- : 22 | 25 
Sitka spruce. . ; gids aul “2; ts 27 
Douglas-fir. . ie ee 27 30 
Western hemlock and other species é | 15 17 


AVERAGE STUMPAGE RATES RECEIVED FOR ALL SPECIES 


A comparison of average stumpage rates for all species from one period 
to another on the same timber area will show the general trend of stumpage 
rates, since such factors as quality and accessibility, as well as economic 
factors, are usually similar. The average increase over the year prior to the 
adjustment of ratios as compared to the 10 months subsequent to the ratio 
adjustment is as follows: 


Oct. 1, 1954- | Oct. 1, 1955- Increase 
Sept. 30, 1955) July 31, 1956 


Taholah unit... ......:.-.-----... 
Crane Creek unit. 
Combined units. __. 





When the record for the yearly period since October 1, 1955, is available, 
it is expected that the average stumpage rate for all species on the combined 
units will be about $12.47. 


SPECIES COMPOSITION 


It was mentioned earlier that species composition as well as quality varied 
considerably with distance from the ocean and the effects of.the prevailing 
winds. The following tabulation is illustrative of the changes in species com- 
position with distance from the ocean: 
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‘ Percent of Percent of Percent of 
Unit Douglas-fir | western red western 
in stand cedar hemlock 
seni penal quaapuneeanansenete | 

Cerne. Peete. fe ieee ht 0.4 F 63.2 26.1 
RA Lila tte gd ee ee a id : 1.2 46. 6 27.4 
Neen Ten eh ended 3.9 3.7 90.8 
an Ea iether lly thew cn Snel tS wile lel a EG ge 17.9 16.0 46.8 





COMPARABILITY OF TIMBER SALES 


‘The committee report indicates that stumpage rates under existing contracts 
should closely approximate the prices currently being received for comparable 
timber sold competitively. The determination of comparability is an extremely 
complicated matter. Such factors as quality, accessibility, condition of the 
market, and needs of the prospective purchasers, must be considered. 

The concept of comparability is based on similar quality and accessibility, 
as well as other factors, and bare stumpage rates are not comparable until all 
- these factors have been compensated. Nevertheless, since such comparisons are 
frequently made it is necessary to make similiar comparisons. The following 
tabulation ignores all of the important factors such as quality but points out 
only the significance of change in species composition. Relatively small sales 
on adjoining Federal lands have been pointed out as indicators that the Indian 
timber is not yielding the maximum returns. Active sales on these adjoining 
lands at the time ratio increases were studied for application on Indian lands 
are tabulated below to show how species can influence bid prices. 











Approximate | 
volume of Percentage Percentage Percentoge Average . - 
sales, thou- of Doneglas- of western of western rates for : | 
sand feet fir red cedar hemlock | species 

board | | 

measure | 
— — — 4 — 

1, 300 85 4 11 $25, 74 | 
10, 600 24 0 75 23. 02 
20, 500 ll ll 42 30. 86 
20, 550 5 18 37 19. 96 
450 0 3 89 12.19 

19, 300 0 7 50 | 11. 65 | 
566 0 0 100 4.70 


ws » "2 Simanel 

The rates bid on timber do not necessarily determine the actual average return 
per thousand board-feet. It is well known that bidders often bid high on species 
which they expect will underrun the estimate, and try to hold down the rates 
on those species which they expect will overrun. On short-term sales bids can 
be placed with the expectation of quick liquidation. This was particularly true 
in 1955, following the relatively prolonged strike in the lumber industry during 
1954. This resulted in a shortage of logs and intensive competition among 
prospective purchasers to obtain them and small sales made to take advantage 
of this situation no doubt resulted in relatively high returns. The question of 
how much weight to give such a condition on long-term contracts is a perplexing 
one. If it is proper to raise stumpage rates to account for a temporary advan- 
tageous situation it follows that immediately upon a temporary change in the 
other direction the rates should be reduced. 

‘The Bureau has not adjusted ratios on short-term market changes. The 
basie concept has been that short-term fluctuations are reflected to a substantial 
degree in the automatic quarterly adjustments based on changes in the log 
market. 

CHANGE IN PATENT IN FEE POLICY 


On May 16, 1955, Bureau policy with reference to the issuance of patents in fee 
to holders of allotments within timber and range units was clarified, recognizing 
the fact that an individual Indian’s right to the ownership of his land in fee 
simple need not be subordinated to the interests of his tribe nor to the manage- 
ment of the land as part of a timber or grazing unit except in critical cases. 
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RECENT DEVELOPMENTS 


The liberalized patent-in-fee policy has resulted in a number of applications 
particularly along and within a reasonable distance of the Olympic Highway 
which traverses the northern part of the Queets unit. Some patents have been 
granted and others are in the process of being granted. The Bureau obtains no 
record of any transactions which may be made by the owner subsequent to the 
issuance of a fee patent. 

Other allottees have requested the sale of their timber only, intending to con- 
tinue holding the land in trust. Sales of small blocks of timber consisting of 
one or several allotments are being processed and as soon as cruises and ap- 
praisals are completed will be advertised. 

Some allottees have requested the sale of their land and timber under Bureau 
supervision. On August 22, 1956, a sale was conducted at Everett, Wash., on 
12 of these allotments. One allotment sold for approximately one-third more 
than the appraisal and another for slightly more than the appraisal. Ten of the 
allotments did not sell. The appraisals made by consulting foresters employed 
by the allottees were at less than the current rates being received under the 
Quinault Tribe’s sales. The appraised prices were not revealed to prospective 
bidders and it is understood that the offerings made were considerably below 
the appraisals. These 10 allotments were not adjacent to the highway but would 
require rights-of-way over about 6 allotments to gain access to them. 

The Bureau is aware that conditions have changed in recent years to the extent 
that production and transportation have developed to a point where long-term 
sales are usually not necessary to obtain favorable prices. In recent years long- 
term sales have been the exception and most sales are now generally confined 


_ to about 1 to 5 years. 


REASONS FOR ADVANCE PAYMENTS 


The Taholah and Crane Creek contracts,. when compared with other long- 
term contracts in effect on Indian timber lands, are unusual in that over 99 
percent of the areas are composed of trust allotted land. Many other sales 
contain some allotted land but not to the extent where investment in advance 
payments is a very serious consideration. 

It is the policy of the Bureau to require advance payments to the allottees 
on all timber sales in which allotted lands are located. These advance payments 
are made within 30 days, 3 years, and 6 years after the approval of the con- 
tracts and total an amount which is 50 percent of the estimated volume at the 
bid rates. This procedure has been the most practical solution to obtaining 
some return for the Indians immediately upon execution of a contract. Without 
this provision in long-term sales many of the allottees would receive no income 
for many years. Small, short-term sales present much the same difficulty in 
that many allottees would not have their timber sold for many years in the 
orderly development of an area. 

Plans have been considered which would have provided immediate income 
to the allottees without entering into large and long-term sales. At one time 
it was suggested the allottees organize into a cooperative and each person be 
issued shares in proportion to the estimated value of his timber. As contracts 
were entered into for small blocks of timber, the income would be distributed 
in proportion to the shares held, regardless of where cutting took place. Only 
a few of the allottees were in favor of this proposal and it was abandoned. 
Another proposal was a tribal organization which would borrow. money to fi- 
nance a. tribal logging and landholding enterprise.. The enterprise would 
purchase allotments on a deferred payment plan, payments to be made out of 
income from logging. This proposal aroused no interest among the allottees. 


_A suggestion some 20 to 30 years ago for the purchase of the allotments by 


the Federal Government received very little support. 

The long-term large-volume sales with advance payments which have been 
consummated are the result of weighing many possibilities, all of which contain 
some disadvantages. The sales which were made, at the time of approval, 
appeared to be the most acceptable and to hold the least possible number of 
disadvantages. 

SHARING OF DEVELOPMENT COSTS 


At any time a timber sale is made which includes more than one ownership 
there is mutual agreement among the owners to share any advantages or disad- 
vantages which might accrue to the transaction. Timber appraisals and prices 
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bid on multiple ownership lands must be on a uniform basis although the owners 
are paid in accordance with the timber volume on their land. The quality of 
the timber in each ownership may differ, yet the stumpage rate to each owner 
is the same regardless of quality. Road construction costs to one ownership 
may be relatively insignificant while to another ownership may be very costly. 
In this mutual agreement, costs and benefits are averaged and shared equally 
by all ownerships. 

The mutual sharing of resource development as in the case of timber contracts 
is a part of the philosophy of Indian groups and has been particularly strong 
until very recent times. Among some groups it is still dominant. The Quinault 
Indians have only recently shown tendencies to depart from this philosophy. 
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INTEREST CHARGES 


The interest charge on advance payments which was included in the stumpage- 
to-lumber ratio study made during: 1955 was computed on an average basis in 
a manner similar to all other costs of production. As with the other costs, the 
average interest charge penalizes or benefits the owners depending on the loca- 
tion of their land. The land which is logged immediately upon execution of the 
contract bears a disproportionately high share of the interest charge. On the 
other hand, land which is not logged for many years is not required to bear 
its proportionate share of the interest charge. The prorating of interest charges 
to individual allottees would not be consistent with other provisions of the 
contracts. 

While original appraisals of the timber sale units did.not specifically set 
forth interest charges in connection with advance payments, indications are 
that they were not entirely ignored. It is inconceivable that interest on such 
large investments was not considered by the purchasers prior to their bidding. 
They did not have access to the Bureau’s stumpage appraisals nor did the 
Bureau have access to the purchasers’ calculations. The fact that they bid at 
the advertised prices is no indication whether their appraisals and the Bureau’s 
were in agreement, or whether identical items of cost and estimated returns 
were used. It is not desirable in adjusting stumpage rates or ratios to preclude 
the evaluation of factors which may not have been considered in the original 
appraisal. The fact that interest on advance payments was not specifically 
considered in the original appraisal does not prohibit consideration of the item 
in subsequent valuations, when the extent and importance thereof is revealed. 

Interest on invested capital is considered a legitimate charge against the cost 
of producing salable products from standing timber. It is not always specifi- 
eally identified as such in stumpage valuations. A common method of ap- 
praising stumpage is to subtract from the value of the product the cost of 
producing that product, exclusive of stumpage. Interest on invested capital is 
not included as an item of cost at this point. The difference between product 
value and production costs is termed operating margin. It is the amount avail- 
able for division between the stumpage owners, as stumpage payment to him, 
and the purchaser as profit and risk allowance. This allowance is actually com- 
posed of two main parts. The first part represents normal interest on capital 
invested in the enterprise. Thesecond portion includes an allowance for known 
and unknown risks. It is under this category that the interest on advance pay- 
ments should be considered rather than in costs. It consequently follows that 
there will be no profit and risk allowances on the interest charge. 

The ratios which were made effective on October 1, 1955, were rounded off to 
the nearest 1 percent. By this same procedure the exclusion of profit and risk 
on the interest charge would have resulted in some small changes. On the 
Taholah unit the ratio for Douglas fir might have been increased by one percent. 
From October 1, 1955, to July 31, 1956, this would have added $76 to a collection 
of $353,911.57. On the Crane Creek unit the ratios for amabilis fir and western 
white pine might have been increased by 1 percent. To July 31, 1956, this 
would have added about $583 to a collection of $374,727.57. This is less than 
one-tenth of 1 percent of the total. 


PROGRESS TO DATE 


The requirement of preparing a progress report by September 30, 1956, per- 
taining to revision of stumpage ratios under existing contracts, and the re- 
seinding of the allowance for interest, did not allow sufficient time to study the 
recommendations made by the committee or to place any of them into effect. 
The above background material shows some of the complexities of the problem 
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that require further study. In accordance with requirements of notice as set 


forth in the contracts any changes it may be desirable to make could not he put 
into effect before January 1, 1957. 

Studies are now under way to determine if there has been sufficient chang 
in market conditions and other factors to warrant a change in the stumpage to 
log price ratios. The problem of interest charges on advance payments and 
their correct application is also under study. If it is determined to be appro- 
priate to make any adjustments based on these studies, the first possible effective 
date of any changes would be January 1, 1957. 


NOVEMBER 30, 1956. 
Hon. Frep A. SEATON, 
Secretary of the Interior, Department of the Interior, 
Washington 25, D. C. 

My Dear Mr. Secretary: I have received your letter of October 16, with 
which you enclosed a copy of a report entitled, ‘“‘Progress Report Requested by 
Chairmen of Committees Investigating Federal Timber Sales Policies.” 

I note that in the closing paragraphs of this report it is stated that some of 
the recommendations made by the committees are still under study, including 
those pertaining to revision of stumpage ratios under existing contracts, and 
the rescinding of the allowance for interest charges for two timber sales con- 
tracts on the Quinault Indian Reservation, Wash. [I hope that these studies 
will have been completed by January 1, 1957, and that you will communicate 
with me further prior to that time. 

i.understand that your agency has been furnished with part 2 of the report 
on Federal timber sales policies, which is a staff compilation of facts and data 
derived from public hearings and other sources. I assume that this analysis 
of the situation on the Quinault Reservation will also be given consideration and 
analysis by the members of your staff prior to the submission of any further 
reports relating to the Quinault Reservation. 

Members of the Senate and House committees who are interested in the 
welfare of the Quinault Indians have expressed to me considerable concern 
over two problems arising out of timber sales contracts on the reservation. 
One of them is the aforesaid interest charge and the justification therefor. The 
other has to do with the inescapable conclusion that the appraised prices for 
Quinault Indian timber when compared with bid prices received for comparable 
Forest Service timber, indicate a wide discrepancy which is hard to justify in 
view of the current demand for both Government and private timber of all 
species. 

I trust that these two problems will be given particular attention, so that if 
the committees decide to hold further hearings on the subject in January or 
February, you and the officials of the Bureau of Indian Affairs will be prepared 
to report and testify on these matters. 

I appreciate your continued cooperation with the committee in our mutual 
attempts to work out satisfactory solutions to the problems affecting our Indian 
citizens. 

Sincerely yours, 
JAMES E. Murray, Chairman. 


DECEMBER 7, 1956. 
Hon. JOSEPH M. CAMPBELL, 
Comptrolier General of the United States, 
Washington, D. C. 


DeaR Mr. CAMPBELL: On August 9, 1956, this committee issued a report on 
Federal timber sales policies. In that report we requested the Secretary of the 
Interior to remove an interest charge from two timber contracts on the Quinault 
Reservation and to revise stumpage rates upward to make them comparable 
with existing rates in the area. 

On November 30, 1956, I addressed a reply to the Secretary of the Interior’s 
letter of October 16. In my letter J advised the Secretary that unless corrective 
action was soon taken, further hearings on these subjects might be necessary. 
For your information, I am enclosing copies of the aforesaid letters. 

This matter has been carefully reviewed by the committee. Our report-was 
issued without dissent. I am somewhat concerned that the Department of the 
Interior may not properly be discharging its responsibility as a trustee for the 
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Indians and thus might unwittingly be affording grounds for a suit for damages 
. against the Federa) Government. . 

In view of these circumstances, I request that you make a complete investiga- 
tion of the situation on the Quinault Reservation. I would suggest that atten- 
tion be focused upon the aforementioned interest charge and the revision of 
stumpage rates, but, in addition, it would seem highly necessary that the 
General Accounting Office review the terms of current timber sales contracts, 
as well as appraisal methods. The results of these actions should be evaluated 
in terms of what action you, as Comptroller General, can take to protect both 
the interests of the Indians and the Federal Government, should the Secretary 
of the Interior fail to act. 

Sincerely yours, 
JAMES EK. Murray, Chairman. 


Unrrep STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., December 21, 1956 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear SENATOR Murray: We have your letter of November 30, 1956. 
acknowledging our letter of October 16, with which we enclosed a copy of 
Progress Report Requested by Chairmen of Committees Investigating Federal 
Timber Sales Policies. The correspondence is concerned with the committees’ 
recommendations that prices being charged for Quinault Indian timber should 
be revised upward. 

I am informed that the Indian Bureau continued its studies, as contemplated 
in the progress report, to determine whether a change in the stumpage-to-log 
price ratios of these contracts is warranted. The studies indicated that it would 
be in order to increase the ratios. 

I am also informed that the Indian Bureau has preparing to recommend that 
the required 30 days notice be given the purchaser.‘and the Indians, not later 
than December 1, 1956, of the intention to increase the ratios effective January 1, 
1957. On November 16, however, the Indian Bureau received a copy of part II 
of the report on timber sales policies. A quick review of part II revealed that 
the contemplated changes in ratios, and the reasoning upon which the changes 
would be based, might not reflect full consideration of the conelusions reached 
in part II of the committee report. The Indian Bureau therefore decided to 
withhold its recommendations until part II could be more thoroughly analyzed. 

The reason for withholding recommendations is found in the terms of the 
contracts. They provide that changes in stumpage-to-log ratios can be made 
effective only on the Ist day of January, April, July, or October of any year; 
in each case preceded by 30 days’ notice of intention to make such change. It 
is further provided that the ratio for any species can be changed not oftener than 
onee in any calendar year. If the ratios had been increased effective January 1, 
1957, with notice of intention being given December 1, 1956, it would have been 
impossible to make any further changes until January 1, 1958. By postponing 
the effective date of ratio changes to April 1, 1957, it will be possible to give 
appropriate consideration to part II of the committee report before fixing ratios 
that will apply to the active logging months of 1957. 5 

The questions raised by your committee relate to very complicated problems. 
The preparation of fully responsive answers requires time and considerable 
research. We therefore appreciate your courtesy in affording us time in which 
to develop the replies. It is planned, if at all possible, to have them in order by 
the latter part of January. 

Sincerely yours, 
HATFIELD CHILSON, 
Assistant Secretary of the Interior. 


Marcu 27, 1957 


Hon. Frep A. SEATON, 
Secretary of the Interior, 
Department of the Interior, Washington, D. C. 
My Dear Mr. Secretary: Senator Murray has referred to me, as chairman of 
the Subcommittee on Indian Affairs, matters relative to timber sale practices 
and procedures on the Quinault Reservation, Wash. . 
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As you will recall, several recommendations were made last summer by Senate 
and House committees on this matter. Subsequently, on October 16, you sub- 
mitted a progress report which indicated that timber prices were under study. 
On November 30, Senator Murray again wrote to you. On December 21, Mr. Chil- 
son replied, stating that a review of the committee report had caused the Indian 
LBureau.to suggest that their contemplated revisions, to be effective January 1, 
might not reflect full consideration of the conclusions reached in the committee 
report; therefore, action would be further withheld. That letter indicated a 
further reply would be made in January. 

At the hearing confirming Mr. Chilson, I discussed the expected report and 
was surprised to learn that notice of intent to make rate modifications on April 1 
had been sent to timber purchasers and the tribal council on February 27. 
Subsequently, Mr. Chilson arranged to forward to me copies of the notifications 
sent, a summary of the appraisal which was presented to the purchasers, and a 
complete copy of the appraisal. 

I note that the only notification of the proposed rate change sent to the Indians 
was a teletype to the tribal council, although on September 23, 1955, the council 
declined to offer an opinion on a rate adjustment then pending. 

I am concerned to find that the appraisal computation still contains an allow- 
ance for “inerest” on advance payments. In addition, I-note that the proposed 
stumpage increase is very slight for the hemlock and white fir, which constitute 
substantial amounts of the timber in the two contracts. 

Senators Magnuson, Jackson, and I have received numerous letters from 
individual Quinault Indians protesting the substance of these contracts. More- 
over, -I am advised that Rayonier, Inc., and the Aloha Lumber Co. are protesting 
the modest increase you have proposed. 

It is my desire to be of every assistance that I can in the resolution of the 
difficult problems affecting the Quinault Indians and your adminisration of their 
affairs as trustee. Therefore, I am scheduling hearings to start April 11, and I 
suggest that you have Mr. Chilson and appropriate officials of the Bureau of 
Indian Affairs available to appear before the subcommittee at that time, 

I shall shortly have forwarded to you an agenda of the matters that I believe 
call for attention. The subcommittee would appreciate the presentation of 
your informal views on the problems facing the Bureau of Indian Affairs in 
the timber management field, particularly as it relates to allotted reservations 
such as the Quinault. If you believe that additional legislative authority is 
needed to cope with problems, I would be delighted to have you present your 
views for the record in the forthcoming hearings. 

In the meantime, I would suggest that you withhold action to place into effect 
proposed rate adjustments in the Aloha and Rayonier contracts. I would also 
appreciate your making available to the committee, at the earliest opportunity, 
the views of Rayonier, Inc., and the Aloha Lumber Co., and others on the pro- 
posed increases. 

Sincerely yours, 
RicHarp L. NEUBERGER. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 4, 1957. 
Hon. RicHarp L. NEUBERGER, 
United States Senate, Washington, D.C. 

DEAR SENATOR NEUBERGER: This is in further reply to your letter of March 27, 
in which you advised us of hearings of the Senate Subcommittee on Indian 
Affairs to start April: 11 on matters relative to timber sales practices and pro- 


‘ cedures on the Quinault Indian Reservation in the State of Washington. 


You called our attention to Senator Murray’s letter to us of December 21, 
The agenda to be furnished us in advance will be helpful in preparing to dis- 
cuss whatever problems are of interest to-the committee. 

You called our attention to Senato rMurray’s letter to us of December 21, 
1955, concerning price adjustments. I agree there was an indication of a 
further reply to be made and sincerely regret that this was overlooked. Your 
committee has now been provided with the detailed working studies made by 
the foresters of the Indian Bureau. 

You suggested that the Department withhold action to place into effect pro- 
posed rate adjustments in the Taholah and Crane Creek contracts. Those con- 
tracts provide that adjustments in ratios are to be made upon 30 days’ notice 
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of intent. As you know, we notified both companies of our intention of adjust- 
ing ratios, effective April 1. In order to provide an adequate opportunity to 
consider the views submitted by both companies objecting to the changes, we 
have agreed with them that a decision on the changes could be postponed until 
April 15, but with any changes determined upon to be retroactive to April 1. 
A decision on the changes will not be made prior to April 15. However, if a 
decision is not made by then under the terms of the contracts, the next date 
upon which an adjustment can be made effective is July 1, 1957. 

You also ask that we make available to the committee as promptly as possible 
the views of Rayonier, Inc., Aloha, and others on the proposed increases. We 
are enclosing copies of recent correspondence with the Bureau of Indian Affairs 
in which the views of the companies on the proposed change in ratios are set 
forth. A 4-month operating statement supplied by the Aloha Lumber Corp. has 
been retained, as it might be considered to have been provided to us in confi- 
dence under the terms of the general timber sales regulations, which are a 
part of the contract; and, further, because it does not seem to be particularly 
pertinent to your inquiry. Also, a copy of a wire from several Quinault Indian 
allottees objecting to the proposed. increases is enclosed. 

If any further information is desired, please let us know and we will try to 
provide it as promptly as possible. 

Sincerely yours, 
O. HATFIELD CHILSON, 
Acting Secretary of the Interior. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 10, 1957. 
Hon. RicHarp L. NEUBERGER, : 
United States Senate, Washington, D. C. 


Deak SENATOR NEUBERGER: I have just been informed that the hearings by 
your subcommittee relative to timber sales practices and procedures on the 
Quinault Indian Reservation have been postponed until Friday, April 12. 

In my letter to you of April 4, I advised you that in order to provide a more 
adequate opportunity to consider the views submitted by both companies on the 
proposed rate adjustments in the Taholah and Crane Creek contracts, we had 
agreed with them that a decision on the changes could be postponed until April 
15, with any changes determined upon to be retroactive to April 1. I informed 
you that a decision on the changes would not be made prior to April 15, 1957 

The Bureau of Indian Affairs has now recommended the following increases 
in the stumpage ratios that are used in Gctermining the stumpage rates to be 
paid the Indians : 


Taholah unit ratios Crane Creek ratios 








| eer way tse e 

| Present Recom- | Present | Recom- 

mended | mended 
ee a aw =| 

Percent | Percent | Percent Percent 
Western redcedar.-_- RR 25 | 28. 25 24 | 31. 50 
Sitka spruce..........-.... <5) 27 27. 50 | 26 | 26. 00 
MGs, Le sda tt. use daw 30 | 44.00 | 33 47.75 
LO eee piesa ake apihdatibas esi 16 22. 25 | 18 23. 00 
Western white pine. __.__._._--- - eieadisednetal 24 28. 00 | 23 27.75 
23. 75 19 23. 75 


Western hemlook. - . U0. 0.22200. e ee 17 


As the quarter beginning April 1 is during the active logging season, it is esti- 
mated that the increased rates may result in an additional payment to the 
Indians during the quarter of about $50,000. 

In your letter to us of March 27, you suggested that the Department withhold 
action to place into effect proposed rate adjustments in the Taholah and (‘rane 
Creek contracts. On the basis of the information I now have before me, it-ap- 
pears that it would be advantageous to the Indians to put these increased rates 
into effect as of April 1, rather than to postpone any adjustment for another 33 
months. However, I assume that your staff or the General Accounting Office may 
have information to present at the hearing that may have a bearing on this 
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question. I, therefore, wanted to supply you immediately with the recommenda- 
tious that have been submitted by the Bureau of Indian Affairs. If you, as chair- 
man of the Senate subcommittee, in the light of this information and the addi- 
tional information you may have, ask us to withhold action until the next quarter, 
I will be glad to consider such a request. 

As the hearings scheduled for tomorrow will not take place, perhaps your staff 
might desire to consult with the Forestry Branch of the Bureau of Indian Af- 
fairs. They would be happy to discuss these adjustments. 

Sincerely yours, 
O. HATFIELD CHILSON, 
Acting Secretary of the Interior. 


Aprit 11, 1957. 
Hon. HATFIELD CHILSON, 
Acting Secretary of the Interior, 
Department of the Interior, Washington, D. C. 

lbear Mr. Secretary: I appreciate your courtesy in making available to the 
committee the revised stumpage ratios affecting Quinault Indian timber as rec- 
ommended by the Bureau of Indian Affairs on April 10, 1957. 

As you state in your letter of April 10, you agreed to postpone action on the 
contract-rate adjustimeits until April 15, Now you advise me that it is to the 
advantage of the Indians to put the proposed rates into effect as of April 1, 
rather than to postpone “any adjustment for another 3 months.” I am some- 
what at 2 loss to understand why these rate adjustments necessarily have to be 
postponed for another 8 months ubiess put into effect as of Aprill. Is there any 
statutery or contractual requirement that would prevent your postponing final 
action until full opportunity has been given all parties concerned to express their 
views on these important matters before this committee? More specifically, are 
you required to act as of April 15, 1857, with the changes to be retroactive to 
April 1, to avoid a further price loss to the Indians? 

In view of the urgent nature of your letter of April 10, it is my purpose to 
convene the Indian Affairs Subcommittee at 8:30 a. m., Friday morning, April 12, 
in roum 224, Senate Office Building. I hope yeu or your representative can ar- 
range to be there at that time. We shall be happy to hear your reasons for re- 
garding it as imperative that the new rates be promulgated by April 15. 

Sincerely yours, 
Rich arp L. NEUBERGER. 

Senator Neusercer. The stumpage-payment provisions of the two 
contracts in effect on the reservation are currently being revised. 

In view of the many complaints that have come to the attention of 
the committee from the allottees on the reservation and from the Aloha 
Lumber Co. and Rayonier, Inc., the committee has suggested to the 
Secretary that he withhold action to place into effect the proposed rate 
adjustments, 

I want to say at this point in my statement there are some sudesete: 
ces. directly to the Secretary. I think I should interpolate here that 
I had a very friendly telephone conversation with Under Secretary 
Chilson last ‘night at about 5:30 in the evening. 

As you know, in the absence of Secretary Seaton, who has been suf- 
fering from a back ailment and for whose early recovery we all hope 
and pray, Mr. Chilson is the Acting Seerétary of the Interior. 

For that reason he informed me that he had to attend a Cabinet 
meeting this morning at 9 o’clock and, therefore, would be unable to 
be with us. He added that if the Cabinet meeting should conclude at 

a sufficiently early time so that he could arrive here conveniently before 
noon that he would make every effort to be present this morning. 

So in my references henceforth in the remaining pages of this 
wirtten statement it is to the Secretary in his absence to whom I refer 
and to his representatives from the Interior Department who are 
here. 
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Mr. Secretary, by your letter of April 10, you kindly advised me 
that the Bureau of Indian Affairs had made a further recommendation 
to you which would result in lowering the price for the cedar and 
raising the price for hemlock and white fir, when compared to 
the rates you announced to the Indians and the contractors on 
February 28. 

You also advised me that, while this proposed variation from your 

earlier announced: intention appeared advantageous to the Indians, 
you would consider a request. to withhold action until this committee 
could review the matter. 

Your letter states that a further delay in the annoencement of your 
decision will require that, you wait until the next quarter to act. 

At this point, Mr. Secretary, I would like to say that if this lower 
rate change is put in effect now, no further change can be made for 
the rest of the calendar year. 

I would like you to tell the committee why you find it impossible 
to continue your study of this matter for a few more weeks so that 
you can have the benefit of the analysis by the General Accounting 
Office of the Bureau of Indian Affairs’ operation as well as an oppor- 
tunity to consider the facts and recommendations that the committee 
has developed. 

Now, we will keep our schedule flexible so that if the Secretary 
should arrive prior to noon, of course he will be invited to testify 
almost immediately, or as soon as the witness schedule will permit. 

I think, therefore, because of the desire for that flexibility we should 
start with the representatives of the Quinault Indians who are here 
and that later on we should hear from the Department representatives 
who either will be the Secretary or some of | his subordinates in the 
Department. 

Prior to the first witness I am Lise by Mr. Coburn he has some 
documents to submit for the record. 


Mr. Cosurn. Yes, Mr. Chairman; I have copies furnished us by’ 


the Department of the Interior of the current contracts in effect, one 
contract No. I-101—Ind-1902, the other No. I-101-Ind-1766, between 
Rayonier, Inc., and the Aloha Lumber Co. 

Senator Gotpwater. What is the date on this last one? 

Mr. Cosurn. This one is May 12, 1950. 

Senator Gotpwater. Is that a renewal of the 1950 contract ? 

Mr. Cosurn. This is the current contract with Aloha Lumber Co. 
in effect now. The date on the other is June 27, 1952, which is the 
Rayonier contract. 

Senator Nevpercer. If there is no objection, these will be included 
in the record. 

(The material referred to is as follows :) 


DEPARTMENT OF THE INTERIOR, BUREAU OF INDIAN AFFAIRS 
Contract No. I-101—Ind-1766 
TIMBER CONTRACT 


TAHOLAH LOGGING UNIT 


1. This agreement made and entered into at Taholah Indian Agency, Hoquiam, 
Washington, under authority of the Act of June 25, 1910 (36 Stat. 857), between 
the Superintendent of the Taholah Indian Agency, hereinafter called the Super- 
intendent, for and in behalf of the Indian owners, party of the first part; and 
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Aloha Lumber Co., of Aloha, Washington, hereinafter called the Purchaser, 
party of the second part. 

2. Witnesseth, that the Superintendent in consideration of the agreements by 
the Purchaser, agrees to sell to the Purchaser, and the Purchaser agrees to 
buy upon the terms and conditions herein stated and the General Timber Sale 
Regulations, approved April 10, 1920, by the Assistant Secretary of the Interior, 
which are hereto attached and made a part of this contract, all the merchantable 
dead timber, standing or fallen, and all the merchantable live timber, marked or 
otherwise designated by the officer in charge for selective logging, as required 
by the General Timber Sale Regulations, comprising trees approximately four- 
teen inches and larger at a point four and one-half feet from the ground, lo- 
cated on allotted lands covered by contracts entered into pursuant to the terms 
hereof, and on unallotted lands provided the Quinaielt Tribe or its representa- 
tives consent to the sale, within a tract designated as the Taholah Logging Unit 


-on the Quinaielt Indian Reservation, as shown on the attached map which is 


made a part hereof. 

3. The Superintendent authorizes the Purchaser, and the Purchaser obligates 
himself to enter into separate contracts on the approved form with such Indi- 
ans holding trust patented allotments within the logging unit as desire to sell 
their timber, subject to the terms of this contract. The Purchaser further agrees 
to enter into said allotment contracts within thirty days from the date of 
submission of such contracts to him by the Superintendent. ° 

4. The approximate area of the logging unit exclusive of alienated land, is: 





Acres 

Trin) Bie oe eG ek Be i 287 
BEE. -nneacnarccnnrexneacssavanuamiacmannicsae 30, 034 
Total Indian land__.----------- ee aes niente eee 30, 321 


The Purchaser acquires no rights or interests whatsoever in and to approxi- 
mately 907 acres of alienated land lying within the boundaries of this Logging 
unit. 

5. The estimated volume of timber to be cut, which estimate is not guaranteed, 
is: 











Feet, B. M. Percent 

Western redcedar d 360, 000, 000 66 
Sitka spruce........--.-.-- 43, 000, 000 8 
Douglas-fir 3, 000, 000 1 
Amabilis fir ; 42, 000, 000 8 
American white pine. - 7, 000, 000 1 
Western hemlock and other species 90, 000, 000 16 

Benn aes Erion tute as spent Wik canine 545, 000, 000 8 
Cedar poles... ---- . Bi:4 : -.------~-linear feet 5, 000, 000 


6. For arid in consideration of the agreements by the Superintendent, the 
Purchaser agrees that prior to April 1, 1979, he will cut all timber covered by 
this contract, and will pay to the Superintendent for the use and benefit of 
the Indians entitled thereto, the full value of said timber which shall be deter- 
mined on the basis of an actual scale at fixed rates per thousand feet board 
measure, Scribner Decimal C log scale for sawtimber, which rates shall be 
established for each quarterly period beginning January 1, April 1, July 1, and 
October 1; provided, that the rates for the contract logging year ending March 
31, 1950, shall be as follows: 


Te WUE ss un heres meni ame tiesioc rubies ns ig igen dei ee $9. 75 
a Se an crnsaierveh eer ann punting sae Vhoent vipentae enigmatic enema ieee 8.75 
For Douglas-fir___~- sea ous speg enc tairae=s rte catalina teat ao ee ieee a 10. 85 
Cee ere a cig inna aiaachtelmerereeratenutnes atone nana 3. 80 
For Western white pine_..-.----_------~~- se eects canaries sens ee 6. 7 
For Western hemlock and other species___...-.__-.--.___--__--._-_--.- 3. 90 - 


And for cedar poles, with not greater than 9’’ top diameter and no more than 
18’’ butt diameter, three cents per linear foot. 

7. For the purpose of determining the stumpage rates to be paid in the suc- 
ceeding quarterly periods of the contract beginning April 1, 1950, it is agreed 
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that the weighted average prices of logs on the combined Grays Harbor-Puget 
Sound log markets for the fourth quarter of 1948, as published by the Pacific 
Northwest Loggers Association in its “Composite Sales Analysis—Grays Harbor 
Logging Companies—October, November, and December 1948” and its “Composite 
Sales Analysis-Puget Sound Logging Companies—October, eM. and De- 


eember 1948” were as follows: 
Per M feet 


Weakern: redcedar..+ 22. 2 s2s-2- breccia nib BORO ~ Oth + Hh Bodin aicwele a $48. 52 
Ce NOG ise esi Siiik esd ~aoiddelenens—altt unhesd-dueunse 47. 90 
Rees. ilk eis emt Sind ard be 3 tied hse +34 -se week dee ead 5s. 64 
Be PAS Bch Liat ce nndoipniecen se buqusen—sbeh eet ins 39. 12 
WHeeeee: rite PANO plaid es heeds nb iewee seen Gein ineensu~bu- 45, 61 
We ROC aks ess Sb ers ido hss sss eo ee eines 5s =\) OB, 8D 


8. It is further agreed that the stumpage rates for sawtimber appearing in 
Section six of this contract bear the following percentage relationships to the 
weighted average log prices for the fourth quarter of 1948 as shown in Section 7 
hereof : 


Percent 
Western redcedar stumpage to Western redcedar log prices__.__-_.__._..--_ 20. - 
Sitka spruce stumpage to Sitka spruce log coe eere, tie. SA, 2 18. 2 
Douglas-fir stumpage to Douglas-fir log prices___....--..-._------- Beh SESE 18. 50 
Amabilis fir stumpage to amabilis fir log prices____________.__.----__-_--. 9.71 
Western white pine stumpage to western white pine log prices__________- 14. 80 
Western hemlock and other species stumpage to western hemlock log 
a ht eee deeb 10. 19 


9. The Commissioner of Indian Affairs or his duly authorized representative 
shall obtain from the Pacific Northwest Loggers Association, through its pub- 
lished reports or otherwise, the average sales prices of logs in the Grays Harbor 
and Puget Sound log markets for each quarterly period during the life of this 
contract or any extensions thereof, and shall calculate the average log price of 
each species on the same basis and using the same grade percentages on which 
the average log prices for the fourth quarter of 1948, as shown in Section 7 
were determined. In determining the stumpage rates to be effective for any 
given quarterly period, the percentages stipulated in Section 8, or the percent- 
ages which may be subsequently established under the provisions of Section 10, 
shall be applied to the calculated average Grays Harbor-Puget Sound log prices 
for the preceding quarterly period, and the sawtimber stumpage rates for each 
species so determined shall be the rates to be paid for timber actually scaled 
during such quarterly period. The stumpage rates for cedar poles shall be 
adjusted by the Secretary or his duly authorized representative at any time in 
accordance with the trend of the cedar pole market in the general locality of 
Grays Harbor. Notice of the new schedule of cedar pole stumpage rates will be 
furnished the Purchaser at least 30 days prior to the date on which they shall 
become effective. 

10. The Secretary of the Interior or his duly authorized representative may, 
upon his own initiative, or upon submission by the Purchaser of evidence satis- 
factory to the Secretary or such representative, review the stumpage rates 
established by the procedure set forth in Sections 6 to 9 inclusive. If, as a 
result of such review, the Secretary or such representative finds that the char- 
acter of the operation, changes in marketing conditions, or technological devel- 
opments, have altered the situation to such an extent that a change in the 
existing ratios between stumpage rates and the Grays Harbor-Puget Sound log 
prices appears warranted, he shall give thirty days notice to the Purchaser of 
his intention to establish new percentage ratios between stumpage rates and the 
Grays Harbor-Puget Sound log prices during which time the Purchaser may 
consult with the Secretary or such representative; Provided that the require- 
ments of notice in this Section shall be satisfied when the new ratios estab- 
lished under its authority are made effective upon the first day of the quarterly 
period which is not less than thirty days following notice by the Secretary or 

.Such representative to the Purchaser that he intends to proceed under the 
authority of this Section to change such ratios. The ratio, however, for any 
species of sawtimber shall not be changed oftener than once in any calendar 
year. 

11. Notwithstanding any other provisions of this contract, it is mutually 
agreed that, in the event the said Pacific Northwest Loggers Association’s Com- 
posite Sales Analyses become unavailable for use in connection with those 
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stumpage readjustments, or in the opinion of the Secretary or his duly author- 
ized representative do not properly reflect the true market value of the forest 
products, the Secretary or such representative shall at any time, after giving 
thirty days notice to the Purchaser during which time the Purchaser may con- 
sult with the Secretary or such representative, proceed to revise stumpage rates 
in accordance with the trend of economic conditions in the west coast logging 
and lumbering industry, provided that the requirements of notice in this Section 
shall be satisfied when the new rates established under its authority are made 
effective thirty days after notice by the Secretary or such representative to the 
Purchaser that he intends to proceed under the authority of this Section to 
adjust such stumpage rates. 

12. It is further understood and agreed that stumpage rates will never, in 
any event, be reduced below the following: 
$3.50 per M feet, B. M. for western redcedar 
$4.00 per M feet, B. M. for Sitka spruce 
$4.25 per M feet, B. M. for Douglas-fir 
$1.00 per M feet, B. M. for amabilis fir 
$3.50 per M feet; B. M. for western white pine 
$1.00 per M feet, B. M. for western hemlock and other species 
$0.02 per linear foot for cedar poles 

13. The purchaser further agrees that prior to the time when the stumpage 
value of the timber cut shall exceed the cash deposit of $140,000 submitted 
with his proposal to purchase timber, he will make another cash deposit of 
$25,000 and subsequent deposits of $25,000 at such time as may be necessary to 
insure that the stumpage value of timber cut and not paid for at any time shall 
not exceed the cash deposit then in the hands of the Superintendent; provided, 
that the last cash deposit in any logging season may be in the sum of not less 
than $10,000. 

14. The purchaser further agrees that within thirty days from the date of 
approval of the contract on each allotment he will pay twenty-five per cent 
of the estimated value of the timber thereon as an advance payment, and fur- 
ther, that within three years from the approval of such contract he will pay 
an additional fifteen per cent of the estimated value of the timber as an ad- 
vance payment, and an additional ten per cent as an advance payment within 
six years of approval of the allotment contract: Provided, That with respect 
to each allotment contract, no advance payment will be required in an amount 
that will make the sum. of that payment, plus all previous advance payments, 
plus all advance deposits previously applied against timber cut from the allot- 
ment, exceed fifty percent of the estimated value of the timber: Provided 
further, that the estimated value of the timber shall be determined by multiply- 
ing the volumes originally estimated to be cut by the following rates: 
$9.75 per M feet, B. M. for western redcedar 
$8.75 per M feet, B. M. for Sitka spruce 
$10.00 per M feet, B. M. for Douglas-fir 
$3.50 per M feet, B. M. for amabilis fir 
$8.75 per M feet, B. M. for western white pine 
$3.70 per M feet, B. M. for western hemlock and other species 
$0.080 per linear foot for cedar poles 

Provided further, That the stumpage rates governing at the time the timber 
is scaled shall be the rates charged for the timber actually cut. It is mutually 
understood and agreed, That the Commissioner of Indian Affairs, on his own .- 
initiative or upon submission by the Purchaser of evidence satisfactory to the 
Commissioner, in his discretion may revise the estimated volume of timber on 
any allotment because of errors in estimate, or because of fire or other losses not 
due to any act or neglect of the Purchaser, but not because of depletion through 
eutting under authority of the allotment contract, Provided, That in case the 
advance payments made on any allotment contract exceed the total value of 
timber cut and removed from the allotment by the Purchaser it is mutually 
agreed that such advance payments are declared to be the value of such timber 
so cut and removed. 

15. The Purchaser further agrees that he will, unless relieved by the Com- 
missioner of Indian Affairs, cut and pay for, from some portion of the sale area, 
at least 10,000,000 feet, board measure, Scribner Decimal C log scale, prior to 
April 1, 1951, and not less than 20,000,000 feet, board measure, in any twelve 
months ending March $1 thereafter during the life of this contract. Provided, 
that all timber on this unit must be cut and paid for prior to the contract ex- 
piration date; that he will pay for, as merchantable timber, pieces twelve feet 
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and longer, will utilize the trees to a diameter of ten inches in the tops where 
straight and sound, and will pay for all timber except cedar poles on the basis 
of a seale recognizing 32 feet as a maximum length of a single log; and that 
all logs will be considered merchantable as provided in the attached General 
Timber Sale Regulations, except that hemlock and amabilis fir must be one-half 
or more sound. 

16. The Maximum Allowable Cut of sawtimber in each three-year period of 
this contract beginning with April 1, 1950, shall not exceed 100,000,000 feet 
board measure, Scribner Decimal C log scale without the written consent of the 
Commissioner of Indian Affairs. 

17. The Purchaser Further Agrees that, if he fails to cut and make available 
for scaling in the customary manner the minimum of timber required by this 
contract to be cut in any contract logging year ending March 31, he shall make 
a special advance deposit to the Superintendent on or before the end of such 
contract logging year to cover such deficiency in cutting; this deposit to be 
calculated at the cedar sawtimber stumpage price that is in effect on March 31 
of that contract logging year. Such adyance deposits so made shall be appli- 
cable to timber cut in a subsequent year only after the Purchaser in such sub- 
sequent year has cut and paid for the minimum timber required to be cut that 
year under this contract. Provided, that this special advance deposit shall be 
appllied against timber cut in such subsequent year at the rates in effect during 
the subsequent year; and Provided further That the Commissioner of Indian 
Affairs may relieve the Purchaser in whole or in part from the minimum cut- 
ting and paying requirements because of adverse operating or market con- 
ditions, fire damage to the Purchaser’s manufacturing plant, acts of God or 
Government control, or for other cause deemed sufficient by the Commissioner 
of Indian Affairs. 

18. It Is Further Understood and Agreed: That, in addition to the provisions 
of Section 5 of the attached General Timber Sale Regulations, this contract is 
subject to any existing rights-of-way. 

19. The Purchaser Further Agrees that if fires, for the starting or spread of 
which he, or any of his employees, his subcontractors, or their employees, are 
responsible by act or neglect, shall destroy young growth under ten inches in 
diameter on any portion of the reservation, he will pay liquidated damages of 
twenty dollars per acre for the area thus burned over unless a lesser rate of 
damages shall be approved by the Commissioner of Indian Affairs ; and he agrees 
that, in addition to those liquidated damages, he will pay the damage that shall 
be caused to all timber ten inches and larger in diameter at four and one-half 
feet from the ground or to any other property of the Indians or the Government. 
Should merchantable timber be injured by a forest fire for the origin or spread of 
which the Purchaser, his agents, employees, subcontractors, or their employees, 
are in no way responsible, said Purchaser shall be accountable for the loss sus- 
tained only to the extent that such loss shall be due to his failure to cut and re- 
move the injured timber as expeditiously as shall be possible under the existing 
circumstances and the terms of this contract. 

20. The purchaser will furnish and maintain in good and serviceable condition 
such fire fighting tools and equipment, and provide such fire protection person- 
nel as may be required by the Commissioner of Indian Affairs or his duly au- 
thorized representative to meet the fire protection requirements of the contract, 
the General Timber Sale Regulations, and the existing’ fire danger hazards or 
risks. The requirements shall not be less than are required under laws of the 
State of Washington. 

21. The purchaser further agrees that all bridges, trestles, and drainage struc- 
tures will be left intact at the completion of logging operations and will become 
the property of the United States for the use and benefit of the Quinaielt In- 
dians when the contract is completed. 


22. The purchaser further agrees that within one year from completion of 


logging on any setting or landing or any spur or main logging road he will cause 
all snags more than fourteen inches in diameter at four and one-half feet from 
the ground and more than sixteen feet in height from the ground to be felled 
unless relieved in writing by the Forest Officer in charge. It is further under- 
stood that the Commissioner of Indian Affairs may in his discretion relieve 
the Purchaser entirely or in part of the provisions of Sections 25 and 26 of the 
General Timber Sale Regulations. 

23. The purchaser further agrees that he will conduct the logging operations 
in such a manner as to permit scaling to be done economically, that he will keep 
the allotment boundaries clearly marked while logging is in progress, and that 
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all logs from each separate allotment will be branded as prescribed by the officer 
in charge of the sale in order to be readily identified if the logs from different 
allotments are mixed at the point of scaling. 

24. The purchaser further agrees that he and his subcontractors will fully 
comply at all times with the provisons of section 47 of the General Timber Sale 
Regulations dealing with the employment of Indian labor. 

25. The purchaser further agrees that as soon as possible after the close of 
each calendar year, and in any event not later than April 15 following, he will 
submit to the Commissioner of Indian Affairs, through the Superintendent, a 
financial statement of operations and sales in triplicate for the calendar year 
just ended, such statements to be in a form satisfactory to the Commissioner of 
Indian Affairs, and to be certified to by a certified public accountant and the 
purchaser. 

26. The purchaser further agrees that recreational, scenic, esthetic, and In- 
dian ceremonial values will be protected and that the logging operations, when 
permitted in areas’ on which such values exist, will proceed only under au- 
thority of the Commissioner of Indian Affairs. 

27. It is further understood and agreed that this contract shall be null and 
void and of no effect until approved by the Secretary of the Interior and until 
the latter shall approve a bond in the penal sum of $75,000.00 conditioned on the 
faithful performance of all the terms of this contract and the.General Timber 
Sale Regulations attached hereunto. 

Signed and sealed in sextuplet this 26th day of April 1950. 

ALOHA LUMBER Co., 
By Paut R. Smira, President. 
By D. A. Kurtz, Secretary. 
VINCENT KEELER, 
Acting Superintendent. 

Witnesses : 

Perry E. SKARRA. 
EARLE R. WILCox. 


Approved May 12, 1950, subject to the prompt furnishing of a bond satisfac- 
tory to the Secretary of the Interior in the amount of $75,000 in accordance with 
Section 27 of the contract. Aloha Lumber Company also to furnish certified 
copy of its corporate charter and current bylaws. 

WILLIAM E. WARNE, 
Assistant Secretary of the Interior. 


[5-502 Approved by the Assistant Secretary of the Interior, April 10, 1920] 
UNITED STATES DEPARTMENT OF THE INTERIOR 
BUREAU OF INDIAN AFFAIRS 


GENERAL TIMBER SALE REGULATIONS 


1. The word superintendent as used in these regulations signifies the Super- 
intendent of the Indian Agency or School within the jurisdiction of which the 
land covered by any contract is included. 

2. The term officer in charge, wherever used in these regulations, signifies the 
forest officer of highest rank assigned to the supervision of timberwork on .the 
reservation within which the sale area is situated or such other officer as may be 
designated by the Commissioner of Indian Affairs to supervise a sale. 

3. Log sealers will be appointed by the Commissioner of Indian Affairs and 
receive their instructions from the officer in charge. 

4. No timber other than that sold may be cut by the purchaser on the sale 
area without a separate contract of sale therefor, and timber on allotments 
within a general sale area held under trust or restricted patents cannot be logged 
eee a contract with the owners of the allotment approved by the proper 

cer. ° 

5. Other sales within a sale area may be made of products and kinds of timber 
not sold under a previous sale, provided such sales will not, in the judgment of 
the officer having authority to make such sale, interfere with the operations of 
the previous purchaser. Rights-of-way may be granted through portions of the 
sale area during the contract period, provided they do not interfere with the 
operations of the previous purchaser. 
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6. Title to the forest products covered by any contract will not pass to the 


purchaser until such products are paid for. 

7. Cash deposits in advance of cutting will be required. If at any time the 
stumpage value of the timber cut and unpaid for shall exceed the total amount 
then on deposit with the Indian Service, an additional deposit shall be required. 
At the close of each month a statement of all timber cut during the month will 
be rendered to the purchaser as a demand for payment of the full stumpage 
value of the timber covered by such statement. As soon as payment is made of 
the amount covered by such statement, the full amount previously deposited will 

‘become available as an advance deposit’on timber cut subsequent to the period 
covered by such statement. At any time that the stumpage value of the timber 
cut shall exceed the amount of advance deposit eutting operations shall be 
suspended. . 

8. The general advance deposits required by a contract which includes both 
allotted and unallotted land will be credited so far as necessary on allotments 
eut during the period covered. The fact that special advance payments have 
been made on allotments which are about to be cut will not operate to reduce the 
size of the required general advance deposit, but rather will postpone the neces- 
sity of making demand for it until the advance payments on the particular allot- 
ments being cut have also been exhausted. The deposit made with the bid for 
the timber will be applied as a general advance deposit. 


9. The areas to be logged in any season may be designated by the officer in — 


charge when in his judgment this is necessary to prevent deterioration from 
fire, worms, or other cause or to insure the logging of the sale unit in such man- 
ner as to fully protect the interests of the United States and the Indians. When 
logging is begun on an allotment or natural logging unit, it will not be discon- 
tinued and started elsewhere without the written consent of the officer in 
charge. 

10. Selective logging, or the logging of areas in such manner as to preserve 
a part of the merchantable timber, promote the growth of young trees, or pre- 
serve the forest cover, will be practiced on all lands chiefly suitable for the pro- 
duction of timber crops. Live trees of diameters below those named in the con- 
tract may be designated for cutting, and larger trees may be reserved from cut- 
ting in the discretion of the officer in charge, If live trees which are not desig- 
nated for cutting are cut, or are seriously injured through lack of care, they will 
be double scaled and so charged and paid for. In the- discretion of the officer 
in charge, a strip not exceeding 300 feet in width on each side of streams, roads, 
and trails, and in the vicinity of camping places and recreation grounds may ue 
reserved, in which little or no cutting will be allowed. 

11. All dead trees standing or fallen which contain one merchantable log or 
more will be logged for their merchantable contents, and wherever selective log- 
ging is required by the contract the purchaser will fell ali other dry trees before 
the slash is burned. 

12. Firewood and improvements will be made as far as possible from unmer- 
chantable material, and material so used will not be charged to the purchaser. 
The use of such material from allotments may be restricted in the discretion of 
the officer in charge. Wood and improvements taken from merchantable ma- 
terial will be scaled or measured, charged, and paid for at its maximum value. 

13. Young growth will be protected as far possible in every branch of the 
logging operations, and its use in the construction of improvements may be re- 
stricted by the officer in charge. 

14. Stumps will be cut low so as to avoid waste, and the mean height of any 
stump will not exceed one-half its diameter, except where because of defect or 
deformity this height is considered impracticable by the officer in charge, pro- 
vided that the minimum height required will be 12 inches. 

15. Waste in high stumps, butts, tops, breaks, skids, and partially sound logs 
and all trees designated for logging which are not logged and all trees which 
are left felled or lodged or badly damaged by the logging operations will be 
sealed for their merchantable contents and charged against the purchaser. - All 
cutting shal] be done with a saw when possible. 

16. Carelessness on the part of fellers: or other employees of the purchaser 
‘ that results in unnecessary breaking of trees will be penalized by scaling such 
trees full as if they had not been broken. 

17. The log lengths and products taken from each tree will be such as to 
completely utilize the merchantable material in the tree and to yield the maxi- 
mum stumpage value. Trees improperly cut into lengths or products of a lesser 
— shall be sealed, counted, or measured as if cut so as to yield the maximum 
value. 
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18. The Scribner Decimal C log rule will be used in sealing logs. The rule 
will be read to the nearest inch on the average top diameter inside bark. Logs 
exceeding the maximum length allowed by a contract will be scaled as two or 
more logs, with proper allowance for the increase in diameter at the points of 
division. 

19. The overlength allowed on logs for trimming will not exceed 1 inch to each 
4 feet of length. Logs which overrun this allowance will be scaled as if cut 
2 feet longer. Logs longer than the maximum sealing length named in the con- 
tract will be scaled as if bucked into two or more shorter logs and with the top 
diameters they would actually have if so. cut. 

20. Proper deductions will be made for rot, shake, hollow, and other defects 
which make a log partially unmerchantable, including sweep exceeding 1 inch 
in each 4 feet of log length, but deductions will not be made for any defect or 
damage due to the act or neglect of the purchaser or his employees. 

21. A check scaler employed by the purchaser may at hours convenient to the 
sealer and with the consent of the officer in charge compare his scale of logs 
with that of the scaler. A copy of the regular scale reports will be furnished 
to the purchaser through the officer in charge. 

22. For convenience in scaling the logs or other products will be bunched as 
the scaler may direct on the land where cut or at the landing or point of shipment 
and will not be moved therefrom until he has scaled, numbered, and stamped 
them. Logs that are moved contrary to the scaler’s instructions will be double 
scaled. Where a separate record of the seale of timber from an allotment or 
other area is necessary, the logs cut from such area will be marked by the 
purchaser with a distinctive brand as prescribed by the officer in charge. 

23. A merchantable log is any log that will manufacture one-third or more of 
its total contents into sound lumber 8 feet and longer, except as special provision 
is made in a particular contract. More defective logs and logs smaller than the 
merchantable size set in the contract will be culled if left in the woods, but any 
such logs that are taken for manufacture or sale will be scaled for their actual 
sound contents of lumber of any length. Any logs taken by the purchaser which 
are smaller than the minimum scaling length or diameter given on the log-scale 
rule will be scaled for their merchantable contents. 

24. Railroad ties taken by the purchaser under a contract in which tie prices 
and specifications are not fixed will be scaled or counted as follows: 

Eight-foot ties made from logs 9 to 12 inches top diameter will be counted 
as 30 to the thousand feet board measure and 614-foot ties as 38 to the thou- 
sand. Ties made from logs over 12 inches top diameter and long ties will 
be sealed. Ties made from logs less than 9 inches top diameter will be 
counted 60 ties 8 feet long and 75 ties 6% feet long to the thousand feet. 

25. The slash resulting from the logging operations, including all branches up 
to 4 inches in thickness lopped from tops and logs, will at the time of skidding 
be piled compactly and away from reserved trees on the whole area to be 
selectively logged and on a strip at least 10 rods wide around. all other logging 
areas in units not larger than quarter sections, unless some other method of slash 
proposal is provided in the contract. 

26. Burning of the slash by the purchaser will be done at such times and in 
such manner as may be required by the officer in charge, who may at that time 
assume direct charge of the crew of the purchaser engaged at the work of burn- 
ing. Slashing will not be burned during any period of fire danger. Whenever 
fire runs through a slashing, except in compliance with the instructions of the 
officer in charge, the purchaser may be required to lop or to pile and reburn 
the slash. 

27. Unsatisfactory disposal of the slash will be cause for the officer in charge 
to suspend all operations of the purchaser until the unsatisfactory condition is 
corrected. 

28. Forest fires on the sale area or adjacent lands during the contract period 
will be prevented or suppressed by the purchaser, his employees, and sub- 
contractors whenever possible. When called upon by an authorized forest 
officer, they will work under his directions to suppress fires. If the pur- 
chaser or his employees or subcontractors were not directly or indirectiy 
responsible by act or neglect for the origin or the spread of the fire, reim- 
bursement will be made, except that such reimbursement shall not exceed 
one-half the cost of suppression within the sale area or within one-half mile 
of the same. 

29. Donkey logging may be permitted in the discretion of the Commissioner 
of Indian Affairs. The ground around the donkey engine will at each setting 
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be cleared of dry trees for a distance of 10 rods and of all other combustible 
material for a distance of 50 feet in all ‘directions during the season from 
May 1 to September 30 and any other season of fire danger. 

30. All steam engines not burning oil for:fvel during the period from May» 1 
to October 15 and all other seasons of fire danger will be equipped with spark 
arresters acceptable to the officer in charge, and, excepting locomotives, will 
have a steam foree pump with not less than 1-inch discharge, 100 feet of 
serviceable 1-inch hose, 6 12-quart pails, 6 shovels, and a constant supply of 
not less than the equivalent of 12 barrels of water. This equipment will be 
suitable for firefighting purposes and kept in serviceable condition and used 
when necéssary for fighting fires. 

31. A watchman employed by the purchaser and kept on duty during the 
noon hour at each engine in actual use and not burning oil, and during the 
night if fires are kept up, may be required by the officer in charge during 
the period from May 1 to October 15 and any other period of fire danger. 

82. Rigging will not be slung on trees reserved from cutting without the use 
of bushing, and only in a manner satisfactory to the officer in charge. 

33. Clearing the right-of-way of the logging railroad and its spurs and the 
careful burning of all combustible material for a distance of 50 feet on each 
side of the track is required of the purchaser unless the officer in charge shall, 
in writing, prescribe a lesser width. And the purchaser shall for such periods 
as may be required by the said forest officer in charge oo all railroad 
tracks after the passage of each locomotive. 

34. The vicinity of logging camps and stables will be kept. in a clean and 
sanitary condition, and rubbish will be removed and properly burned or 
buried during the vccupancy and upon the removal of the camps and stables. 
. 35. Streams will not be obstructed by felled trees or otherwise except by 
the improvements hereinbefore provided for; nor will they be polluted by 
sawdust, manure, or any other refuse from a camp or mill. 

36. Damage to land or other property of the Indians or the Government 
resulting from rights-of-way, dams, and other improvements or operations of 
the purchaser will be appraised by the officer in charge, and if not offset by 
the value of the permanent improvements made by the purchaser will be 
charged against the purchaser. 

37. Bxisting telephone lines, fences, roads, trails, and other improvements 
will be protected as far as possible in the logging operations, and whenever 
they are broken or obstructed the purchaser will promptly repair the damage. 
If he fails to make the repairs: promptly, the officer in charge may make the 
repairs and purchaser may be charged with double the expense thereof. 

38. Telephone lines constructed by the purchaser within the Indian reserva- 
‘tion will be open to the free use of all Indian Service officers for official 
business, and. the purchaser may for their construction and repair cut and 
use free of charge all necessary poles which are: not otherwise merchantable 
and subject to regulation by the officer in charge. 

39. Improvements necessary. to execute his contracts, such as camps, saw- 
mills, railroads, roads, telephone lines, chutes, bridges, sluices, and dams, 
may be constructed and maintained by the purchaser on and across the con- 
tracted area and other tribal lands, subject to regulation by the Commissioner 
of Indian Affairs. 

40. Free transportation of Indian Service employees engaged in official busi- 
ness will be allowed over all such railroads, and such employees may, at their 
own risk, operate hand cars or speeders over the track in such manner as not 
to interfere with the use of the railroad by the purchaser. 


41. Improvements already on the area or on other lands of the reservation 


and which are necessary for logging purposes may be used by the purchaser 
subject to regulation by the Commissioner of Indian Affairs. 

42. The time limit for the removal of the improvements and other property 
of the purchaser is 1 year after the expiration of the contract. After that time 
the title to improvements, including camps, will attach to the land, and no per- 
sonal property of the purchaser will thereafter be removed except with the 
written consent of the officer in charge: Provided, That improvements necessary 
for the logging of other Indian timber may be left for such time and on such 
terms as may be prescribed by the Commissioner of Indian Affairs. 

43. Extension of time for the performance of any contract may be granted the 
purchaser by the officer approving the contract, in his discretion and subject to 
such conditions as he may impose. 

44. If extension of time to cut and remove the timber is not granted by the 
officer approving a contract, the purchaser can cut no timber after the expira- 
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tion of the contract, but he may remove the timber, previously cut and paid 
for, within 1 year of the expiration of the contract. If not removed within the 
time allowed, the title will revert to the vendor notwithstanding the purchaser 
may have paid for the timber. 

45. Assignment of any contract in whole or in part by the purchaser will not 
relieve him of his contract obligations unless the assignment is approved by the 
officer approving the contract nor until the bond is satisfactorily renewed. 

46. Refunds of overpayments will be made to the purchaser by the approving 
officer provided all terms of the contract have been fulfilled, and the approving 
officer may also, in his discretion, reduce the amount of timber that is required 
by the contract to be paid for and removed in any one year. 

47. Indian labor will be employed by the purchaser at the same wages as 
other labor and in preference to other labor not already in his employ when- 
ever the Indian labor seeks employment and is competent. 

48. All regulations relative to the maintenance of order on Indian reserva- 
tions and the introduction of intoxicating liquors will be complied with by the 
purchaser. 

49. In compliance with law and Executive order, no Member of. Congress or 
any Delegate thereto shall have any interest, direct or indirect, in the contract 
of which these regulations are a part (sec. 3741, R. S., and secs. 114-116, act 
of Mar. 4, 1909, 33 Stat. L., 1109), and no person undergoing a sentence of im- 
prisonment at hard labor shall be employed in carrying out any contract (Execu- 
tive order, May 18, 1905). The cutting or removal of timber from Indian lands 
in breach of the terms of any contract and without other lawful authority, or. 
the leaving of fires unextinguished, will render the offenders liable to the 
penalties prescribed by section 6 of the act of June 25, 1910 (36 Stat. L., 857). 
Section corners, quarter section corners, or meander posts on any Government 
line of survey shall not be destroyed, defaced, changed, or removed to any other 
place, nor shall any witness trees or any tree blazed to mark the line of a 
Government survey be cut down in the carrying out the provisions of this agree- 
ment. (See sec. 57, act of Mar. 4, 1909, 35 Stat. L., 1099.) 

50. The expenses of examining, advertising, marking, scaling, and protecting 
the timber and of general supervision of the sale will be paid out of a timber 
expense fund, for which purpose not over 10 percent of the gross proceeds of the 
sale will be set aside. 

51. All the records of the purchaser and his subcontractors pertaining to the 
logging operation and the manufacture and sale of the products thereof will be 
open to inspection at any reasonable time by the officer in charge or other officer 


designated by the Commissioner of Indian Affairs, and the information so ob- 


tained will be regarded as confidential. The purchaser will furnish the officer in 
charge, at such times, as he may request, the amount of lumber sold and the 
average grade prices received f. o. b. the mill during certain periods; also the 
amount of box lumber sold, with average price per M; the amount of ties and 
timber sold, with average price per M; and the amount of byproducts sold and 
the total receipts for same. 

52. Suspension of the purchaser’s operations may be made by.the officer in 
charge if any requirements of the contract and of these regulations are dis- 
regarded and until there is satisfactory compliance. Persistant failure to com- 
ply with any one of the requirements of the contract or regulations after written . 
notice addressed to the purchaser by the superintendent or the officer in charge 
will be ground for revocation by the officer approving the contract of all rights 
of the purchaser under this and other contracts and the forfeiture of his bond 
and of all moneys paid, and the purchaser will be liable for all damage resulting 
from his breach of contract. 

53. Complaints by the purchaser arising from any action taken by the forest 
officer in charge under the terms of any contract will not be considered unless 
made in writing to the Commissioner of Indian Affairs within 80 days of the 
alleged unsatisfactory action. 

54. The decision of the officer approving any contract will be final in the inter- 
pretation of the contract and of the regulations, and the terms of the contract 
or regulations cannot be varied in any detail without the written approval of 
the officer approving the sale. 

55. Whenever any bond furnished to guarantee obligations under a sale shall 
be unsatisfactory to the officer approving the sale he may require a new bond 
which shall be satisfactory to him. 

56. Failure of the purchaser to complete his contract or to log promptly an 
area damaged by fire, wind, insects, or other causes, or the commission by him 
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of any art for which the officer approving his contract shall declare the contract 
forfeited, will render the purchaser and his bondsmen liable for the depreciation 
in the value of the remaining timber on an estimate of value and quantity to be 
made under the direction of the officer approving this contract. 

The above General Timber Sale Regulations are hereby prescribed for use in 
all contracts for the sale of.timber from Indian lands except as special provi- 
sion shall be made by the Commissioner of Indian Affairs or the Waeretary of 
the Interior in particular sales. 


UNITED STATES DEPARTMENT OF THE INTERIOR, BUREAU OF 
INDIAN: AFFAIRS 


Contract No, I-101—Ind-—1902 
TIMBER CONTRACT 
CRANE CREEK LOGGING UNIT 


1. This agreement, made. and entered into at the Western Washington Indian 
Agency, Eeverett, Washington, under authority of the Act of June 25, 1910 (36 
Stat. 857; 25 USC 406, 407) between the Superintendent of the Western Wash- 
ington Indian Agency, hereinafter called the Superintendent, for and in behalf 
of the Indian owners, party of the first part; and Rayonier Incorporated of 
Hoquiam, Washington; hereinafter called the Purchaser, party of the second part. 

2. Witnesseth, that the Superintendent in consideration of the agreements 
by the Purchaser, agrees to sell to the Purchaser, and the Purchaser agrees to 
buy upon the terms and conditions herein stated, and the Indian Bureau General 
Timber Sale Regulations, approved April 10, 1920, by the Assistant Secretary of 
the Interior, which are attached to and made a part of this contract, all the mer- 
chantable dead timber, standing or fallen, and all the merchantable live timber, 
marked or otherwise designated by the officer in charge for selective logging, 
as required by said General Timber Sale Regulations, located on unallotted land, 
and on trust allotments covered by contracts entered into pursuant to the terms 


hereof, within a tract designated as the Crane Creek Logging Unit on the Qui- © 


naielt Indian Reservation. The boundaries of the unit, which shall be marked 
on the ground, are shown approximately on the attached map which is made 
apart hereof, and are described approximately as follows: 


Starting at a point on the northern Boundary of the Quinaielt Indian 
Reservation where the range line between Range 10 West and Range 11 
West intersects said boundary, thence south along this range line to the 
North bank of the Quinaielt River, thence southwesterly along the Quinaielt 
River to a point 4 mile south of the center of Section 22, T. 22 N., R. 11 W., 
thence west along the south line of Indian Allotment No. 261 to the south- 
west 14; corner of said Section 22, thence North 4 mile to the quarter corner 
between Sections 21 and 22, thence West toe the Quinaielt River, thence west- 
erly along the north bank of the River to the approximate quarter corner 
between Sections 20 and 21, thence west to a point 14 mile east of the center 
of Section 19, thence north 44 mile, thence. west to the range line between 
Ranges 11 and 12 West, thence north along the range line to the Township 
Corner common to T. 22 N., R. 12 W., T. 23._N., R. 12 W., T. 22 N., R. 11 W., 
and T. 23 N., R. 11 W., W. M., Thence West one mile, thence north to the 
North boundary of the Quinaielt Reservation, thence easterly along said 
boundary to the point of beginning. 


8. The Superintendent authorizes the purchaser, and the Purchaser obligates 
himself to enter into separate contracts on an approved form with such Indians 
holding trust patented allotments within the logging unit as desire to sell their 
timber, subject to the terms of this contract. The Purchaser Further Agrees to 
enter into said allotment contracts within thirty days from the date of empenigntion 
of such contracts to him by the Superintendent. 

4, The Approximate Area of the logging unit, exclusive of alienated land, is: 


Timbered land. 
(acres) 
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The Purchaser acquires no rights or interest whatsoever in and to approxi- 
mately 440 acres of alienated land lying within the boundaries of this logging 
unit. 

5. The Estimated Volume of Timber To Be Cut Is: 





| Total feet, 














Species Unallotted | Allotted board meas- 
} ure 
eeu ST prsreyirrrr 
Western red cedar. -...- DP dekn dea wpageh Sedan apie Aka 2, 200, 600 am seek: 330, 000, 060 
Sitka spruce. -__- , pista sariles.soebelege. sc udiau ss afr - Ons seg ceed e | 16,000, 000 | 16, 000, 000 
Douglas fir._..__- cca alata Rl Ee ae 100, 000 | 9, 900, 000 | 10, 000,.000 
Amabilis fir_-..-- : endear el he a I ede 300, 000 85, 700,000 | - 86, 000, 000 
Western white pine. SLT BOs Mies ies mig ~ Sha 7, 000, 000 7, 000, 000 
Western hemlock and other species ak athe Sas sis 500,000 | 164, 500, 000 | 165, 000, 000 
ON din cecyhanmbich--peredes<achhsdeikbnns aaa 3, 100,000 | 610, 900, 000 614, 000, 000 
Cee en el bias :...-lineal feet __ 13, 000 1, 307, 000 1, 320, 000 








It is mutually agreed that the foregoing are estimates only, and they shall 
not be construed as guarantees or limitations of the volumes of the several 
species of timber to be marked or otherwise designated for cutting under the 
terms of this contract. The actual volume of timber marked or otherwise des- 
ignated for cutting shall be controlling, regardless of whether it is less or more 
than the above estimates. 

6. For and in Consideration of the agreements by the Superintendent, the Pur- 
chaser agrees that prior to April 1, 1986, he will cut all timber covered by this 
contract, and will pay to the Indian Bureau Special Disbursing Agent for the 
Western Washington Indian Agency, hereinafter called the Special Disbursing 
Agent, for the use and benefit of the Indians entitled thereto, the full value of said 
timber as shall be determined on the basis of an actual log scale, at fixed rates 
per thousand feet, board measure; Scribner Decimal C Log Scale for saw timber 
which rates shall be established for each quarterly period beginning January 
1, April 1, July 1, and October 1; Provided, that the rates for the remainder of 
the quarterly period in which this contract is approved shall be the bid rates, as 


- follows: 
DOr weeterh wemrendetiiic ia: 620) cu ee a i ee a a $13. 30 
Por: Sithe: wprnees si oid hicis Soo dh te ga ie 10. 80 
For: Dongiee-Erii.os sslienatel. ajddd ai, Ld esl ies a 15. 00 
Por pimabilie OPicses et dasiscdlius wad we li ae 6. 65 
For western ‘white pine... .=- 2.210541... --._. oliot wit elles 8. 80 
For western hemlock and other species_......-._...--._.----.-+- 6. 40 


For cedar poles with not greater than 9’’ top diameter and no more than 
18” butt diameter the initial rate shall be the bid rate of .055 cents per 
lineal foot. 

7. For the purpose of determining the stumpage rates to be paid for saw logs 
in each succeeding quarterly period of this contract it is understood and agreed 
that the Bureau of Indian Affairs has calculated, for each species, from, infor- 
mation published by the Pacific Northwest Loggers Association, the grade per- 
centages of logs sold in the combined Grays Harbor-Puget Sound-Columbia River 
log markets during the five calendar years of 1946 to 1950 inclusive, excepting 
cedar which is calculated on a three-year average for the years 1948 to 1950 
inclusive. It is further agreed that the Bureau of Indian Affairs has calculated, 
for each species, the average log grade prices in the same combined markets for 
the months of July, August, and September 1951 from information published by 
the Pacific Northwest Loggers Association; and from the aforesaid calculations 


“has determined the weighted average prices of logs for the months of July, 


August, and September, 1951 to be: 


: Per M ft. BM 
VW OO IT i ho a sic maes ob til eaitecadtad atari iealinnine Sada $56. 74 
UE Ed ania en elation alma Piedion (ahianetidigd diel aeitihe cagiihia aaa 51. 05 
NTRS cenniniscba son delnalies tinge rep scelieliaaibeitiae egiehdiiriolueals sieesiniiy Gaadyitcianaae 65. 45 
TI, a ps ea hich alia el ants ahem lore kins tees a deli nastttiaialiie 41, 47 
TOY REINCT SUDROD WIIG sonore in <n peera ht -etact enteriapeeoieden- anddtinlennphsbeuaimees 53. 29 


Tr NI I tas cacti epi dines cate cal ON a 39. 61 
‘9327T7T—3i-——3 : 
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A schedule of the aforesaid calculations and determination is on file at the 
Portland Area Office of the Bureau of Indian Affairs. 

8. It Is Further Agreed, That the stumpage rates for sawtimber appearing in 
Section 6 of this contract bear the following percentage relationships to the 
weighted average log prices appearing in Section 7 hereof: 5 


Percent 
Western red cedar stumpage to western red cedar log price____.__------ 23. 44 
Sitka spruce stumpage to Sitka spruce log price__.__..._.--------------- 21.16 
Douglas fir stumpage to Douglas fir log price_-______._-_------_-------- 22. 92 
Amabilis fir stumpage to amabilis fir log price-_.__._._.__-_-----_---.--- 16. 84 
Western white pine stumpage to Western white pine log price_._.._—~ 16. 52 
Western hemlock stumpage to western hemlock log price_______-_-_------- 16. 16 
Other species stumpage to western hemlock log price_..._.._._.--.------ 16. 16 


9. The Portland Area Director of the Bureau of Indian Affairs or his duly 
authorized representative, hereinafter called the Area Director, shall obtain 
from the Pacific Northwest Loggers Association, through its published reports 
or otherwise, the average sales prices of logs in the Grays Harbor, Puget Sound. 
and Conlumbia River log markets for each quarterly period during the life of 
this contract or any extension thereof, and shall calculate the average log prices 
of each species on the same basis of log grade percentages as those used in de- 
’ termining the weighted average log prices stipulated in Section 7. In determin- 
ing the stumpage rates for saw logs to be effective for any given quarterly period, 
the percentage stipulated in Section 8, or the percentages which may be subse- 
quently established under the provisions of Section 10, shall be applied to the 
calculated Grays Harbor-Puget Sound-Columbia River average log prices for the 
preceding quarterly period, and the saw timber stumpage rates for each species 
so determined shall be the rates to be paid for timber actually scaled during such 
given quarterly period. 

10. The Officer Approving This Contract or his duly authorized representative, 
hereinafter, called the Approving Officer, map review, the stumpage rates estab- 
lished by the procedure set forth in Sections 6 to 9 inclusive, either on his own 
initiative or upon submission by the Purchaser of evidence satisfactory to 
the Approving Officer that such a review should be made. If, as a result of said 
review, the Approving Officer finds that the character of the operation, changes 
in market conditions, or other factors have altered the situation to such an 
extent that, in his opinion, a change in the existing ratios between stumpage 
rates and the Grays Harbor-Puget Sound-Columbia River weighted average log 
prices is warranted, he shall give thirty days notice to the Purchaser and the 
Indians in General Council or their authorized representatives of his intention 
to establish new ratios between stumpage rates and the Grays Harbor-Puget 
Sound-Columbia River weighted average log prices, during which time the 
Purchaser and the Indians may consult with the Approving Officer; PROVIDED, 
That the requirements of notice of this section shall be satisfied when the new 
ratios established under this authority are made effective upon the first day 
of a quarterly adjustment period which is not less than thirty days following 
notice by the Approving officer to the Purchaser and the Indians that he intends 
to proceed under the authority of this section to change such ratios; PRO- 
VIDED FURTHER, that there shall be no change in the ratio of any species 
until two years subsequent to the date of approval of this contract; and PRO- 
VIDED FURTHER, that the said ratio for any species shall not be changed 
oftener than once in any calendar year. The stumpage rate for cedar poles may 
be adjusted by the Approving Officer, at any time in accordance with the trend 
of the cedar pole market in the general locality of Grays Harbor. Notice of the 
new cedar pole stumpage rate will be furnished the Purchaser and the Indians at 
least thirty days prior to the date on which it will become effective. 

_11. Notwithstanding any other provisions of this contract it is mutually 
agreed that, in the event the said Pacific Northwest Loggers Association’s 
Composite Sales Analyses are unavailable during any periods of this contract 
for use in connection with these stumpage adjustments, or in the opinion of the 
Approving Officer they do not properly reflect the true market value of the 
stumpage, the Approving Officer shall at any time, after giving thirty days 
notice to the Purchaser and to the Indians in General Council or their authorized 
representatives, during which time they may consult with the Approving Of- 
ficer, proceed to revise stumpage rates in this contract as the trend of eeonomic 
conditions in the West Coast forest products industries shall warrant: Provided, 
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That the requirements of notice in this section shall be satisfied when the new 
rates established under this authority are made effective thirty days after 
notice by the Approving Officer to the Purchaser and the Indians that he intends 
to proceed under the authority of this section to revise stumpage rates : Provided 
further, That the requirements of quarter-annual adjustment of stumpage rates 
shall not apply to the procedure authorized by this section. 

12. It Is Further Understood and Agreed that stumpage rates, will never, in 
any event, be reduced below the following : 


$3.50 per M feet, BM for western redcedar 

$4.00 per M feet, BM for Sitka spruce 

$4.25 per M feet, BM for Douglas-fir — 

$1.00 per M feet, BM for Amabilis fir 

$3.50 per M feet, BM for Western white pine 

$1.00 per M feet, BM for Western hemlock and other species 
$0.02 per lineal foot for cedar poles 


13. The Purchaser Further Agrees that prior to the time when the stumpage 
value of the timber cut from both allotted and unallotted lands shall exceed the 
cash deposit of $190,000.00 submitted with his proposal to purchase timber, he will 
make another cash deposit of $25,000.00 and subsequent deposits of $25,000.00 at 
such times as may be necessary to insure that the stumpage value of the timber 
eut and not paid for at any time shall not exceed the cash deposit then in the 
hands of the Special Disbursing Agent: Provided, That in the discretion of the 
Area Director, the last cash deposit in any logging season may be in the sum of 
not less than $10,000.00. 

14. The Purchaser Further Agrees that within thirty days from the date of 
approval of the contract on each allotment he will pay twenty-five percent 
of the estimated value of the timber thereon as an advance payment, and further, 
that within three years from the approval of such contract he will pay an 
additional fifteen percent of the estimated value of the timber as an advance 
payment, and an additional ten percent as an advance payment within six years 
of approval of the allottment contract: Provided, That with respect to each al- 
lotment contract, no advance payment will be required in an amount that will 
make the sum of that payment, plus all previous advance payments, plus all 
advance deposits previously applied against timber cut from the allotment, ex+ 
ceed fifty percent of the estimated value of the timber: Provided further, That 
the estimated value of the timber shall be determined by multiplying the volumes 
of each species estimated to be eut by the following corresponding rates: 


Per M ft. BM 
ey TE i hs ai sae destin alt vein saneninietida ieahierpenniieeaaiieaia $13. 30 
ne ICN a do ns Spc ps elation shurn-tee—tbereieneriier tetra cabeniiel 10. 80 
IRE i cnc ge nian sign Gree tier sipinindsh ac taasteaien aad 15. 00 
ENTE NE Sod to end eaten hoo nh teen erpeereaordcciienidietsve aeeeemiadeadiieiaiie einai 6. 65 
WOOGIE PURER TURIN ses 2 oh eed heen ge nen areren ine mer'eee shen erence maneniaretaneinitiatialNis 8. 80 
Western hemlock and other species._..___-._.-_-__----_---__-- 6. 40 
TREN UNUNCNU IT oe stent ciceeirt exer aeoerenee ented per lineal foot... 0. 05 


Provided further, that the stumpage rates governing at the time the timber is 
scaled shall be the rates charged for the timber actually cut. It is mutually 
understood and agreed, that the Area Director, on his own initiative or upon 
submission by the Purchaser of evidence satisfactory to the Area Director, in 
his discretion may revise the estimated volume of timber on any allotment because 
of errors in estimate, or because of fire or other losses not due to any act or 
neglect of the Purchaser, but not because of depletion through cutting under 
authority of the allotment contract, Provided, that in case the advance payments 
made on any allotment contract exceed the total value of timber cut and removed 
from the allotment by the Purchaser, it is mutually agreed that such advance 
payments are declared to be the value of such timber so cut and removed. 

15. The Purchaser Further Agrees that he will, unless relieved by the Commis- 
sioner of Indian Affairs, cut and pay for from some portion of the sale area, 
including allotments, at least 20,000,000 feet, board measure, Scribner Decimal C 
Log Scale, prior to April 1, 1954, and not less than 20,000,000 feet board measure 
in any twelve months ending March 31 thereafter during the life of this contract. 
Provided, that all timber on this unit must be cut and paid for prior to the con- 
tract expiration date; that he will pay for, as merchantable timber, pieces twelve 
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feet and longer, will utilize the trees to a diameter of ten inches in the tops where 
straight and sound, and will pay for all timber, except cedar poles, on the basis 
of a scale recognizing 40 feet as the maximum length of a single log; and that all 
logs will be considered merchantable as provided in the attached General Timber 
Sale Regulations or as otherwise provided in Section 21 of this contract. 

16. The cut in any contract logging year ending March 31, not including cut- 
ting deficiencies from any previous year or years, shall not exceed 35,000,000 feet 
board measure, Scribner Decimal C Log Scale, without the written consent of the 
Area Director. Logging performance in any contract logging year beyond the 
minimum required therefor shall not be applied against the cutting requirements 
of subsequent years without the written consent of the Area Director. 

17. It is understood and agreed, that the volume of timber cut under this con- 
tract in any contract logging year ending March 31 shall not be credited against 
the minimum cutting requirements of that year until the Purchaser has cut and 
made available for scaling in the usual manner a volume of timber equal to that 
of the existing unexcused deficiencies in cutting requirements of the preceding 
year or years; provided, that all timber cut during the quarter-annual period or 
periods in which there remains an unexcused deficiency in cutting requirements 
of a previous year, shall be paid for at the stumpage rates in effect at the time of 
scaling said timber or at the rates that were in effect on March 31 of the year in 
which the deficiency in cutting occurred, whichever are the higher. Provided 
further, that the Commissioner of Indian Affairs may relieve the Purchaser in 
whole or in part from the minimum cutting and paying requirements because of 
adverse operating or market conditions, fire damage to the Purchaser’s manufac- 
turing plant, acts of God or Government control, or for other cause deemed 
sufficient by him. ; 

18. The purchaser further agrees that if fire, for the starting or spread of 
which he, or any of his employees, his sub-contractors, or their employees, are 
responsible by act or neglect, shall destroy young growth under ten inches in 
diameter on any portion of the reservation, he will pay liquidated damages of 
twenty dollars ($20.00) per acre for the area thus burned over unless a lesser 
rate of damages shall be approved by the Approving Officer ; and he agrees that 
in addition to these liquidated damages, he will pay the damage that shall be 
caused to all timber ten inches and larger in diméter at four and one-half feet 
from the ground or to any other property of the Indians or the Government. 
Should merchantable timber be injured by a fire for the origin or spread of which 
the Purchaser, his agents, employees, sub-contractors or their employees, are in 
no way responsible, said Purchaser shall be accountable for the loss sustained 
only to the extent that such loss shall be due to his failure to cut and remove the 
injured timber as expeditiously as shall be possible under the existing circum- 
stances and the terms of this contract. 

19, It is understood and agreed, that in addition to the provisions of Section 5 
of the attached General Timber Sale Regulations, this contract is subject to any 
existing rights of way. 

20. The Purchaser Agrees that he will re-establish individual allotment boun- 
‘daries and corners, and will keep them clearly marked while logging is in 
progress. The re-established boundaries and corners shall be verified by the 
Officer in Charge before logging on an allotment is begun. The Purchaser Also 
Agrees to brand all logs and other forest products on each allotment, as pre- 
seribed by the Officer in Charge, in order to permit ready identification at the 
point of scaling, and for this purpose he shall register with the State of Wash- 
ington a sufficient number of brands to provide a separate brand for each 
allotment on which operations may be in progress at any one time, such brands 
to be designated for exclusive use on logs and other forest products cut under 
this contract. 

, 21, In Lieu of the Scaling Procedure stipulated in the General Timber Sale 
‘Regulations, it is mutually agreed that the Commissioner of Indian Affairs, 
hereinafter called the Commissioner, in his discretion and for such periods as 
he may elect, may require that logs cut under this contract shall be scaled 
‘by a log scaling organization, hereinafter referred to as the scaling bureau, 
to be designated by the Commissioner. The designated scaling bureau shall be 
one that is recognized as competent by the lumber industry. Scaling by a log 
scaling bureau shall not be exclusive so aS to prevent scaling, in the manner 
stipulated in the General. Timber Sale Regulations, of material that is not 
delivered to the point of bureau scaling. Should the Commissioner intend to 
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change from one scaling procedure to the other he shall notify the Purchaser 
in writing not less than thirty days prior to the effective date of such change. 
The following general conditions shall apply to bureau scaling: 

Upon notification by the Commissioner that the services of a log scaling 
bureau are required, the Purchaser shall enter into an appropriate agree- 
ment with the designated scaling bureau for the performance of all neces- 
sary scaling and reporting services, and shall promptly submit to the Com- 
missioner certified copies of such agreement in triplicate. ~ 

The agreement shall provide for the prompt scaling of all material upon 
delivery to the place of scaling. It shall also provide for prompt sub- 
mission to the Superintendent of certified copies of each and every scale’ 
report, showing the species, volume, grade, and brand of each log scaled; 
with such safe guards being included in the agreement as the Commission 
may deem necessary to insure an accurate accounting to the Superintendent 
of all logs that are presented to the scaling bureau for scaling. 

The scaling bureau's rules respecting scaling, grading, and merchantability 
shall apply. 

The Purchaser shall pay the scaling bureau for all services rendered by 
it under the agreement. 

No logs shall be moved from the place of scaling until they have been 
scaled. Customary methods employed by the scaling bureau for indicating 
completion of the scaling shall be accepted in lieu of the numbering and 
stamping of logs stipulated in Section 22 of the General Timber Sale 
Regulations. 

22. It Is Mutually Agreed that the Purchaser shall have all reasonable lati- 
tude in his logging operations consistent with the requirements of selective 
logging and the other requirements of this agreement. In order to assist in 
meeting these requirements, and in addition to Section 9 of the General Timber 
Sale Regulations, the Purchaser agrees to submit a plan of his logging operations 
for each contract logging year beginning April 1, said plan to be of a form 
satisfactory to the Area Director. The Purchaser further agrees that he will 
undertake no logging operations in any contract logging year until the Area 
Director shall have approved, in writing, the plan of operations for such logging 
year; PROVIDED, that there shall be no departure from the approved plan of 
operations without the consent, in writing of the Area Director. 

23. The Purchaser Further Agrees That on all roads constructed or improved 
by him in connection with the logging of timber under this contract, and all 
bridges, trestles, drainage structures, and like improvements will be left intact 
at the completion of logging operations and will become the property of the 
United States for the use and benefit of the Quinaielt Indians when the contract 
is completed. The Purchaser further agrees that, in the event he shall use exist- 
ing Indian Service roads in connection with the logging of the timber under this 
contract, he will properly maintain such roads. 

24. The Purchaser shall furnish and maintain in good and serviceable condi- 
tion such fire fighting tools and equipment, and provide such fire protection per- 
sonnel as may be required by the Area Director to meet the fire protection 
requirements of the contract, the General Timber Sale Regulations, and the exist- 
ing fire danger hazards or risks. The requirements shall not be less than are 
required under laws of the State of Washington. 

25. The Purchaser Further Agrees that within one year from completion of 
logging on any spur or main logging road he will cause all snags more than 
fourteen inches in diameter at four and one-half feet from the ground and more 
than sixteen feet in height from the ground to be felled unless relieved by the 
Area Director. The Area Director may relieve the Purchaser in whole or in 
part of the requirements of Sections 25 and 26 of the General Timber Sale Rega- 
lations. Waivers of snag-felling requirements or the requirements of Sections 
25 and 26 of the General Timber Sale Regulations shall always be specific with 
respect to areas involved, and will not be considered valid unless made in writing. 

26. It is Understood and Agreed, that after the close of each calendar year, and 
in any event not later than the date specified by the Area Director, the pur- 
chaser will submit to the Commissioner of Indian Affairs, through the Area Di- 
rector, a financial statement of operations and sales in triplicate for the calendar 
year just ended. Such statements shall be of a form satisfactory to the Com- 
missioner of Indian Affairs, and shall be certified by a certified public accountant 
and the Purchaser. 4 
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27. It Is Further Understood and Agreed that this contract shall be null and 
void and of no effect until approved by the Secretary of the Interior and until 
the latter shall approve a bond in the penal sum of $100,000.00 conditioned on 
the faithful performance of all the terms of this contract and the General Timber 
Sale Regulations attached hereunto: 

Signed and sealed in sextuplet this 18th day of June 1952. 


RAYONIER, INCORPORATED, 
By C. B. Morgan, 
President. 
Attest: 
Rosert L. LINGELBACH, Secretary. 
Witness : 





CaRTHON R, Parrie. 
, RAYMOND H. BITNEY, 
Superintendent, Western Washington Agency. 


Signed the 18th day of June 1952, for the Quinaielt Tribal Council pursuant 
to the action of the council in a meeting held at the Taholah, Washington, on the 
14th day of June 1952. 

CLEVELAND JACKSON, Chairman. 

Attest: 

TueEopore Srrom, Secretary. 

Approved June 30, 1952. 

R. D. SEARLES, 
Under Secretary of the Interior. 


(See Taholah contract, p. 14, for general timber sale regulations. ) 


Senator Nevpercer. The first witness this morning is Mr. Jackson, 
Quinaielt Indian tribal chairman. 

Mr. Jackson, we are glad to have you here. I see you have a pre- 
— statement. Is it your desire to read the entire statement, or 

o you want to highlight the important parts of it ? 

Regardless of what you do, the entire statement will be made a part 
of the record. 

Mr. Jackson. That will be up to you, whatever you wish to do. 

Senator Nevsercer. I will be guided by your wishes in the matter. 
You may do whatever you wish to do. 


STATEMENT OF CLEVE JACKSON, PRESIDENT, TRIBAL COUNCIL, 
QUINAIELT TRIBE 


Mr. Jackson. My name is Cleve Jackson, and I am president of the 
Tribal Council of the Quinaielt Tribe. 

My home is on the Quinaielt Reservation at Taholah, Wash. 

I appear here to clear up some misapprehensions which apparently 
have existed with respect to the relationship of allottees of the Qui- 
naielt Reservation to the Quinaielt Tribal Council. 

These questions were largely raised by a representative of the Chi- 
nook Tribe in the course of hearings in the last Congress. 

The Quinaielt Tribe has always occupied the Quinaielt Reservation. 
The Quinaielt Tribe was in possession and ownership of its present 
territory when white men first came to the Olympic Desttaivala! 

In our treaty with the United States of July 1, 1855, and January 
25, 1956 (12 Stat. 1971), we were promised exclusive use of our reser- 
vation in article IT. 

The President in marking out our reservation in his executive order 
of November 4, 1873, set apart our reservation : 


For the use of the Quinaielt, Quileute, Hoh, Quit, and other tribes of fish- 
eating Indians on the Pacific coast. 
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I might say that the Quilleute—and the Hoh, who are a branch of 
the Quilleute, just as the Quit are a branch of the Quinaielt—had al- 
ways been friendly and allied, and the Quinaielt and Quilleute had 
joined in the same treaty in 1855-1856. 

Now, when Congress, in 1911 (26 Stat. 1345), provided for allot- 
ments on our reservation it stated that allotments should be made— 
to all members of the Hoh, Quilleute, Ozette, or other tribes of Indians in Wash- 
ington who are affiliated with the Quinaielt and Quilleute Tribes in the treaty 
and who may elect to take allotments on the Quinaielt Reservation rather than 
on the reservation set aside for these tribes. 

Due to the interpretation of this act and Executive order. by the 
administrative officials, it was held that Chinooks, Chehalis, and Cow- 
litz Indians might be allotted on our reservation. 

We have always felt aggrieved that the courts sustained this inter- 
pretation of the act of Congress, in Halbert v. United States (283 
U.S. 753); for as a result, after allotments to ourselves and the 
Quilleutes, who alone were parties to the treaty, there were also al- 
lotted Chinooks, Chehalis, Cowlitz, Makahs, Skokomish, Clatsop, and 
Shoalwater Bay Indians on our lands. 

All of these taliak were utterly alien to our tribe. To this day they 
have never lived on our reservation to any significant degree, the only 
exceptions being in the rare cases of intermarriage. 

The Chinooks, who posed this problem of their nonparticipation in 
our tribal affairs, are a good example. They have hee own, tribal 
organization in which we do not share or have a vote. 3 

‘hey have their own claims case pending in the Indian Claims Com- 
mission—and are asserting the right to recover some $30 million from 
the United States for violation of their rights. 

They would, of course, stoutly resist our sharing in their affairs or 
assets. They are not even of the same linguistic stock or family as 
are we, our language being of Salishan stock, theirs of Chinooken, 
and the languages about as much alike as English and Chinese. . 

We did not reside close to one another in aboriginal times any more 
than we do now, as was expressly found in the case of the United 
States v. McGowan (C. A. 9th, 1933 ; 62 F. 2d, 955, 957). 

Now, while this reservation has largely passed into individual 
ownership as a result of allotment, and while the individual parcels, 
yarticularly the outlying parcels are owned in a very large measure 
o alien people, still the original group, the Quinaielts, are a political 
entity and government within the reservation. 

The tribe regulates crimes between Indian and Indian and civil 
matters to the extent the Federal Government has not preempted the 
field, as in the so-called Ten Crimes Act, where certain serious offenses 
between Indians on reservation lands are punishable in Federal court. 

We were governing ourselves before white men first came to the 
Olympic Peninsula, and have continued ever since, and on these very 
lands. 

The tribe collects taxes, maintains its own courts, and law-enforce- 
ment officers, and its own governmental properties. 

But the relationship of the Quinaielts and their business commit- 
tee—sometimes referred to as the tribal council—to these timber con- 
tracts has apparently been misunderstood. The business committee 
is not consulted as to whether one of these timber sales contracts 
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should be entered into by the United States on behalf of the allottees; 
it is not consulted on the terms of the contract, or whether it should 
be for a long term, or whether it should include more or less land. 

The fact is, it is not consulted at all, save as to the relatively insig- 
nificant amount of tribal property which is left us. 

Thus, in the Crane Creek Unit of over 34,000 acres, only about 
700 acres of tribal timber was involved. We were approached on 
that by the cy officials, who informed us they had powers of at- 
torney from better than 67 percent of the allottees in that area, so 
that they were going to sell. 

We were asked, accordingly, if we wanted to sell the timber on that 
tribal acreage. We felt there was nothing else to do. 

You will note that the decision to make a sale was arrived at, 
pee obtaining powers of attorney from individual allottees, be- 
fore the business committee was consulted at all. 

I have with me some representative timber contracts in the Crane 
Creek Unit from this non-Quinaielt group which I obtained from the 
county records upon learning of this hearing. ; 

I will leave them with you. They show that powers of attorney, 
which are part of the record, were obtained in some cases years 
before the contract was let. 

I might add here for the record some of those powers of attorney 
were obtained as early as 1945 and 1946, some 10 years before the 
contracts were let. 

I have with me photostatic copies of county records to show that 
they were signed in 1947. The contracts were not let until 1952. 

The significant thing is that these powers of attorney were sent to 
the individuals concerned without the business committee or the tribe 
as a whole knowing about it. They were received back and held by 
the agency long before we ever knew of their existence. 

Now, while, as I say, the Chinooks and the others I mentioned are 
both alien to our tribes and nonresidents of our reservation, we 
acknowledge and have, ever since the Supreme Court decision, that 
they are the lawful allottees of land on our reservation. 

e furnish those allotments police protection equally with those 
of our own members. We, as a tribe, recognize them as individual 
property, just as the allotments of our own members, and no more 
than in the case of one of our own members could the business com- 
mittee or the whole council of the Quinaielt Tribe itself interfere 
with the use, management, exploitation, or disposition of those al- 
lotments. ‘They are the property of the individuals respectively own- 
ing them. They are not the property of any tribal group, whether 
the individuals collectively are Chinook or other. 

The position of the Chinooks and other alien allottees on our 
reservation is about like my own position with respect to a little land 
I own in California. I pay taxes on it, but I don’t reside there. 

- California won’t let me vote in its elections, and I have to vote only 
in the State of Washington. 

The claim of a right to participate in Quinaielt tribal affairs is 
akin to the claim one of our citizens might make if, pursuant to 
treaty, he owned land in Japan. Would that bare ownership entitle 
him to vote in Japanese elections, and perhaps, with others of our 
citizens likewise acquiring land there oust the Japanese Government 
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and run it to suit themselves, or to divide up its assets among them- 
selves? 

The Quinaielt Tribal Council was formed on July 1, 1922, for the 
papas and benefit of the Quinaielt Indians in the administration 
of their affairs, long before the Chinooks or other alien tribes were 
allotted individual ownership on the reservation. 

It would be unrealistic and unfair to the Quinaielt Tribe to permit 
or allow alien tribes to vote in the Quinaielt tribal elections and thus 
give them a voice in our deliberations which for generations has right- 
fully been exclusively ours. 

Permit me to emphasize the distinction between individual and 
tribe. Only individuals are allottees, and as allottees their property 
is entitled to recognition and protection. Their status as individual 
property owners should not be confused with tribal citizenship, gov- 
ernment, or purely tribal property. ' 

Senator Neusercer. Thank you, Mr. Jackson. 

Senator Goldwater, do you have any questions to ask Mr. Jackson? 

Senator Gotpwater. Just to get some things squared away in my 
own mind, 

Are the allottees allowed to vote in the tribal council ? 

Mr. Jackson. Any of them that live within the boundaries of the 
reservation. 

Senator Gotpwater. But they have to live on the reservation? 

‘Mr. Jackson. That is right. 

Senator Gotpwarer. When was your constitution adopted? 

Mr. Jackson. July 1, 1922. It was not approved at that time. 
This was long before the Reorganization Act. 

It was not recognized by the Indian Bureau until 1925. 

Senator GotpwatTer. Now, I have to profess a great deal of ignor- 
ance on this particular case because I have not been following it. I 
think I know generally what the argument is about. 

You mentioned in your statement that you were not consulted, the 
business committee of the tribal council were not consulted, on.this 
particular contract. 

How were you notified of it? 

Mr. Jackson. We were not notified. We found out about it after, 
about the time that the bids came out. None of us living on the 
reservation had got these powers of attorney. 

May I get them and put them in the record ? 

(See pp. 39-54.) 

Senator Gorpwater. Mr. Jackson, I see that the contract is made, 
agreement made with the superintendent of the Western Washington 
Indian Agency. Does he still have the sole right to negotiate business 
matters for you? 

Mr. Jackson. That is right. ; 

Senator Gorpwarer. There is nothing in your constitution that 
allows your tribal council a freedom of action in that area? 

Mr. Jackson. No, we did not accept the reorganization act. 

Senator Gorpwarrr. When you did not accept it you realized that 
the superintendent would continue to be your business agent ? 

Mr. Jackson. That is right, for individuals. 

Senator Gotpwarer. Now, you signed that—is your full name 
Cleveland ? 

Mr. Jackson. Yes, sir. 
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Senator Gotpwarer. Cleveland Jackson signed this agreement. Did 
you know about this agreement before you were given this to sign? 

Mr. Jackson. That was after the contract was let and it referred 
to that 700 acres of tribal land which the council is authorized to sign 
for just like any other tribal sale, but not the individual. 

Senator Gotpwater. Suppose you had not signed this, would this 
contract have had any effect? 

Mr. Jackson. Yes, just the same, only that it would include the 700 
acres of tribal land outside of the 34,000 acres. 

Senator Gotpwarer. And the allottees, whether you signed or not, 
would have had this contract executed for them by the superin- 
tendent ? 

Mr. Jackson. That is right. 

Senator Gotpwater. Do you still like that setup ? 

Mr. Jackson. There is no other way we can prevent it. 

Senator Gotpwater. On your allottee lands that is true. 

Mr. Jackson. That is strictly up to the individual. Here is one of 
the powers of attorney that was dated “Ilwaco, Wash.,” signed August 
14, 1947, 5 years before that contract was ever let, signed by Alfred A. 
Herrold and Roy Herrold. 

Senator Gotpwatrr. Whom did they give the power of attorneys to? 

Mr. Jackson. To the superintendent. The other side is the contract 
dated in 1952. 

Here is one signed by Catlierine Alfred Herrold. No date at all. 

Senator Gotpwater. In appearing here are you arguing for the 
allottees, or for the 700 acres 4 poesia Ser land ? 

Mr. Jackson. I am just here to straighten the record that the tribal 
council was accused of making the arrangement for these sales when 
we didn’t have anything to do with it. 

Senator NrvuBERGER. o made the accusation ? 

Mr. Jackson. I think it was in the last hearings in the record. 

Senator Neusercer. I mean who in general made the accusation ? 

Mr. Jackson. I think it was Mr. Wain. 

Senator Gotpwater. Who is he? ' 

Mr. Cosnurn. Representative of the Chinook group. 

Senator Gotpwarer. I do not quite get the Chinook connection 
here. They were moved on your lands by agreement; is that correct? 

Mr. Jackson. No; by the Executive order—— 

Senator Gotpwater. Is that 1873? 

Mr. Jackson. 1873. The original Quinaielt lands were enlarged 
and were to take in this supposed fish-eating tribe of the Pacific 
coast if they would move there, just like they moved other tribes at 
different places. 

Senator Gorpwater. That was Quielleute and Hoh and Quit? 

Mr. Jackson. Yes, and all other fish-eating tribes and they didn’t 
come and a suit was filed for the allotments and affirmed by the United 
States Supreme Court. The Court held that they did not have to 
— on the reservation to have allotments, but they did have tribal 
rights. 

Daamtek Gotpwater. In other words, the Chinooks who had not 
moved there could still make application for allotments ? 

Mr. Jackson. Yes, sir. 

Senator Gotpwater. And the Supreme Court upheld that? 

Mr. Jackson. Yes. 
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Senator GoLtpwater. That is a rather unusual decision. I am inter- 
ested in this, Mr. Chairman, because we do not have this allotment 
trouble in my State. 

Senator Neusercer. Is it because your Indians have different types 
of resources ? 

Senator Gotpwater. Most of them do not have any resources at 
all. The big tribe that we have, the Navaho Tribe, now is operating 
more and more with complete freedom in their own tribal council, 
They have resisted that allotment growth. I think it is rather wise 
they have, although the day may come when it would have proven 
wise to do it. 

Mr, Jackson. I think you will find that is probably the only reser- 
vation of that size where it is 98 percent allotted and timberlands too, 
which have never been done any other place. 

Senator Goipwater. You know how we in Arizona feel with 76 
percent of our land owned by the Federal Government. 

Mr. Jackson. Yes; I do. 

Senator GotpwaTer. We are in the same boat. That is all I have, 
Mr. Chairman. 

Senator Nevusercer. I just want to ask one question, Mr. Jackson. 

How many members are there of the Quinaielt Tribe the tribal 
council speaks for? 

Mr. Jackson. About 400. 

Senator Nevsercer. They are living on the reservation ? 

Mr, Jackson. That is right. 

Senator Neusercer. How many people holding allotments live out- 
side of the reservation ? 

Mr. Jackson. I don’t know. All I know there are some 2,400 allot- 
ments. 

Senator Nzunercer. Are there more by far living off the reservation 
than are included in the reservation ? 

Mr. Jackson. Yes. 

Senator Nevsercer. Mr. Coburn, do you have some questions? 

Mr. Copurn. I did want fo know approximately how many Indians 
the tribal council represents. 

Mr. Jackson. That was the statement I made, about 400. 

Mr. Cosurn. I would like to check the figures with you 

Senator Gotpwater. Before you pass that point, the census of 1950 
showed 1,890 Indians on the reservation. 

Do all of those come under your jurisdiction ? 

Mr. Jackson. I don’t believe there are quite that many. 

Senator Gotpwater. They divided it up to 105 Chehalis, 281 Quil- 
letute, 1,293 Quinaielt, and 120 upper Chinook, and 23 other Indians. 

That was in 1945. In 1950 there were 1,890 Indians on the reserva- 
tion. 

I just mention that because it was in this book. It is quoting from a 





report 
r. Jackson. I think that was a census taken by the Washington 
Indian Agency as a whole. 

Mr. Cosurn. We found there were 2,146 allotments divided among 
1,928 persons of whom 52 are non- Indians; is that about right? 

Mr. Jackson. Yes; that would be about right. I think it was more 
allotments, but many ‘of them were fee patented : and not counted after. 
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Mr. Copurn. We have a figure here of 370 allottees or about 20 per- 
cent that live on the reservation; is that about right ? 

Mr. Jackson. That is about right. 

Mr. Cosurn. As far as the tribal council is concerned, you represent 
those 370 allottees? 

Mr. Jackson. Yes. 

Senator Neusercer. I think if you are going to clarify the record 
you ought to do it for the record and identify yourself. 


STATEMENT OF JOHN W. CRAGUN, ATTORNEY, 
WASHINGTON, D. C. 


Mr. Cracun. Mr. Chairman, my name is John W. Cragun. I am 
gael of the firm that is general counsel for the Quinaielt Indian 

ibe. 

I was whispering to Mr. Coburn tliat the words “represent these 370 
to 400 people on the reservation” may be misunderstood. 

The Quinaielt business committee represents them in the same 
way, generally speaking, and it is only, generally speaking, that a 
State legislature represents the people of the State. It is a governing 
body enacting laws and ordinances and setting up fishing regulations 
and matters of that kind on the salmon stream there. 

It does not represent them for the sake of making contracts. That 
is an individual matter. 

Since you are dealing with timber contracts here, I think it should 
be laiiity borne in mind that in representing them in no sense does 
the Quinaielt Tribal Council represent them for the sake of making 
these contracts. 

Senator Neusercer. The reason I am interrupting you is that our 
purpose is not only to hold a hearing, but build a record which other 
members of the committee, we hope, will read before they pass on any 
legislation or questions affecting this matter. 

The only way it can be useful is if these things are put on the 
record. That is why I interrupted your conversation. 

Mr. Cracun. I was willing for Mr. Colburn to bring it out. I 
knew he could as well as I. 

Mr. Cosurn. When you sign a contract, then, on behalf of some- 
body, whom do you represent, Mr. Jackson ? 

Mr. Jackson. The Quinaielt Tribe, 

Mr. Cosurn. According to Mr. Cragun, you do not represent the 
370 allottees ? 

Mr. Jackson. We represent the Quinaielt Tribe that live within 
the borders of the reservation. 

’Mr. Cracun. Do you represent the allottees that reside there? 

Mr. Jackson. Yes; other than their individual properties, their 
tribal rights. 

Mr. Cosurn. When you sign a contract you are really signing a 
contract on behalf of those who have an interest in the tribal prop- 
erty on the reservation ? 

Mr. Jackson. That is right. 

Mr. Cosurn. You are not signing on behalf of any allottees? 

Mr. Jackson. No. 

Mr. Cosurn. That is what I wanted in the record. 


eee 
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Senator Neupercer. Do you have any other questions? 

Mr. Copurn. No. 

Senator Gotpwater. Let me clear one point up. 

If the allottees wanted to make this contract, then the only way 
they could have made it was through the superintendent ? 

Senator Neusercer. That is my understanding. This is technical. 
I would rather have Mr. Coburn explain that. 

Mr. Cosurn. I think that is the reason for these individual powers 
of attorney. They only go to the allotted lands. They can’t go to the 
tribal lands. 

Senator Gotpwater. When the contract was consummated did it 
include 100 percent of the allotted lands or did some of the Indians 
hold back? 

Mr. Jackson. It was up to them. individually to sign the contract 
after they gave the power of attorney. 

Now, the Indian Bureau told us that if they had 51 percent of the 
allottees in any given unit they wanted to put it up for sale, they had 
a right to put it up for sale. 

Senator GoLpwaTerR. Over and above the allottees’ wishes ? 

Mr. Jackson. If they -had 51 percent that would be the wishes of 
the 51-percent that signed the powers of attorney. 

Senator Gotpwater. Is that right ? 

Mr. Cosurn. How about those who refuse to sign the powers of 
attorney ¢ 

Senator Gotpwarrr. I am trying to find out if 100 percent of the 
allottees signed; did they do it voluntarily, or were they forced into 
it ¢ 

‘Mr. Jackson. That would be up to them, If they had the powers 
of attorney from 51 percent of a given area 

Senator Gotpwater. The others had to go in? 

Mr. Jackson. No; they didn’t have to sign the contract. 

Senator GoLpWaTER. Would their lands come under the contract if 
they did not sign ? 

Mr. Jackson. No. 

Senator Gotpwater. How many allottees did you say were in this 
contract ? 

Mr. Cosurn. I have the total figures. There are 2,146 allotted 
divided among 1,928 persons, but there are only 370 allottees who live 
on. the reservation. 

Mr. Wo rr. There are about. 375 allotments in 1 contract and about 
500 in the other. The balance of the reservation represents allot- 
ments that have either been cut over or have never been placed under 
contract. 

Senator GotpwaTer. Let me ask you, because you seem to know 
something about these contracts: were any of these allottees pressured 
into signing it? 

Min Wee F. I would say this and I think the record from the early 
hearings shows it: 

The allottees were in this position, either they signed up, gave a 
a of attorney, or else they were told that their timber would not 

sold for 30 or 40 years. 

Now, that gave them a very small choice. 
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Senator Gotpwarer. Who told them that, the Indian Bureau or | 
the company ? : 

_ Mr. Worr. Let me supply that for the record for you, sir. This 
is from page 1630 of the record on Federal timber sales policies at 
Aberdeen, Wash., a statement which appeared in the Aberdeen World. 

The speaker wanted to know if these Indians could gain any money 
from their allotment if they did not sign the power of attorney. 

__ A few lines further down the statement from the paper says R. H. 
Bitney, who was the agency superintendent : 

Bitney said the Indians could not sell the timber by themselves and the agency 
would not make a sale in the same area before the next 35 years. 

Senator Gotpwater. That was said by a Bureau of Indian Affairs 
official ? 

Mr. Wotr. That is correct. 

Senator Gotpwater. Thank you. 

Mr. Conurn. I think the three steps taken by the Indian Bureau 
in this matter ought to be made clear to you. Under the contract, the 
Indian Bureau gets the powers of attorney after they have entered 
into the master contract. Then that master contract calls for indi- 
vidual contracts with the allottees who have already granted their 
powers of attorney. 

That individual contract is the document attached to the power of 
attorney. 

Senator Gorpwarter. Does the allottee have the power under these 
grants to exercise his judgment on contracts or develop his own con- 
tracts ? ; 

Mr. Cosurn. No, if it is within the sales unit. 

Mr. Jackson. We don’t have very much to say about it. 

Senator Neupercer. Once he signs that power of attorney it is 
pretty much out of his hands; is that correct! 

Mr. Jackson. Or it has to go through the Bureau. - 

Senator Gotpwater. I could not go up there and buy timber from 
just one allottee? 

Mr. Jackson. No. 

Senator Gotpwater. Unless I went through the superintendent ? 

Mr. Jackson. Unless it is requested of the superintendent that it 
be put up for bids on supervised sales. 

Senator Gotpwarer. Can the allottees cut their own timber? 

Mr. Jackson, No. 

Senator Nevusercer. Mr. Jackson, and Mr. Cragun, we appreciate 
your being here. 

Senator Gotpwarter. I think he wanted the powers of attorney 
placed in the record, 

Senator Nerusercer. Yes. Without objection the powers of 
attorney which Mr. Jackson presented will be placed in the record. 

Mr. Jackson. They just go to show. I just took them at random 
from the county files, just to show the powers of attorney were received 
by the agency 5 years before any of the contract, and you will find 
a lot of a were 8 to 10 years. 

Senator Neuspercer. Thank you very much, Mr. Jackson. 

(The exhibits previously referred to follow :) 
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STaTeE oF WASHINGTON, 
County of Grays Harbor, ss: 


I, Mary Birdwell, Auditor of Grays Harbor County, State of Washington, and 
ex-officio Recorder of Deeds and other instruments, do hereby certify that I 
have compared the foregoing copy with the original Instrument as the same 
appears on file and of record in my office, and that the same is a true and perfect 
transcript of said original and of the whole thereof. Vol. 370 Deeds, page 135. 

Witness my hand and official seal this 26th day of February, 1957. 

[SEAL] Mary BIRDWELL, 

Auditor of Grays Harbor County, Washington. 
By adnate HB. TAUCHER, 
Deputy. 
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STATE OF WASHINGTON, 
County of Grays: Harbor, 8s: 

I, Mary Birdwell, Auditor of Grays Harbor County, State of Washtneiie. and 
ex-officio Recorder of Deeds and other instruments, do hereby certify that I 
have compared the foregoing copy with the original Instrument as the same 
appears on file and of record in my office, and that the same is a true and perfect 
transcript of said original and of the whole thereof. Vol. 370 Deeds, Page 139. - 

Witness my hand and official seal this 26th day of February, 1957. 

[SEAL] Mary BIRDWELL, 

Auditor of Grays Harbor County, Washington. 
By WINNIFRED BE, TAUCHER, 
; Deputy. 
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STATE OF WASHINGTON, 
County of Grays Harbor, ss: 

I, Mary Birdwell, Auditor of Grays Harbor County, State of Washington, and 
ex-officio Recorder of Deeds and other instruments, do hereby certify that I 
have compared the foregoing copy with the original Instrument as the same 
appears on file and of record in my office, and that the same is a true and perfect 
transcript of said original and of the whole thereof. Vol. 370 Deeds, Page 1438. 

Witness my hand and official seal this 26th day of February, 1957. 

Mary BIRDWELL, 
[SEAL] Auditor of Grays Harbor County, Washington. 
By WINNIFRED BE, FAUCHER, 
Deputy. 
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STATE OF WASHINGTON, ; 
County of Grays Harbor, ss: 
I, Mary Birdwell, Auditor of Grays Harbor County, State of Washington, and 
ex-officio Recorder of Deeds and other instruments, do hereby certify that I 
have compared the foregoing copy with the original Instrument as the same 
appears on file and of record in my office, and that the same is a true and perfect 

transcript of said original and of the whole thereof. Vol. 370 Deeds, Page 147. 

Witness my hand and official seal this 26th day of February, 1957. 
Mary BIRpDWELL, 
[SEAL] Auditor of Grays Harbor County, Washington. 
By WINNIFRED FE, FAvucHER, 
Deputy. 
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Senator Neupercer. The next witness is Mr. Wain, allottee on the 
Quinaielt Reservation. 
Mr. Wain, will you come up here and join us. 


STATEMENT OF CLAUDE WAIN, COMMERCIAL FISHERMAN, PACIFIC 
NORTHWEST COAST 


Senator Neupercer. Do you have a prepared statement? 

Mr. Warn. I have a prepared statement which is altered a little bit. 
I have several statements which I would like to have included in the 
record. 

_ Senator Neusercer. Will you identify yourself for the benefit of 
the clerk ? 

Mr. Warn. My name is Claude Wain, allottee of the Quinaielt 
Indian Reservation, living at 233 Peters Street, Raymond, Wash. 

Mr. Chairman and gentlemen, I have been sent to appear before 
this committee by several individuals whose holdings are within the 
Crane Creek area sale, which is located on the Olympic peninsula, 
within the State of Washington. 

I have lived in the Willapa Harbor district all my life. I was born 
at Bay Center, Wash., in 1904, and have had a good deal of personal 
experience in and about the jumber industry. 

With the exception of a few months from about September of 1915 
until approximately early in February of 1916; however, we had to 
leave Taholah, Wash., on account of the economy which would not 
provide for any other families to live within there and we were forced 
to move from there on account of the economy. 

Tam appearing here today as the spokesman for about 20 individuals 
who own allotments on the Quinaielt Reservation in the Olympic 
peninsula. I have a list of these persons with me to submit to the 
committee if they would like to have it. 

(The list referred to follows:) - 

Paul and Mary Petit Marion Lomsdalen 
Myrtle and Fred Woodcoc : Glydas Edmons 

Mrs. Ida Petit ? Clarence Woodcock 
Frank N. Petit Perey Woodcock 
Andrew Petit Ernustine Hilts 

Fred Eichner Myrtle Jean Lettee 
Ellis A. Petit Mrs. Omali 

James R. Kjos Mr. and Mrs. Joe Hilair 
Norris D. Petit 

Had the necessary time been available I would have been able to 
come as the official representative of the Chinook’ Tribe, but there 
wasn’t sufficient time to call a meeting to make such a formal au- 
thorization. 

I appeared before the joint hearing of the Special Subcommittee on 
thet Legislative Oversight Function of the Committee on Interior and 
Insular Affairs of the United States Senate, and the Subcommittee 
on Public Works and Resources of the Government Operations Com- 
mittee of the House of Representative on November 28, 1955, at 
aren Wash., as the official representative of the Chinook Tribe, 

‘Inc. 

I would like to refer the committee to my testimony of November 

28, which was presented to the above-mentioned hearings and refrain 
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from representing that material, as it is my understanding that that 
is still a part of this overall investigation. 

Currently we are receiving approximately $8.77 per thousand for 
hemlock, which is considerably above the price that existed before 
this series of hearings began, and around $8.64 for white fir, which is 
also higher than what we were receiving in 1955, before these hear- 
ings began. pe 

I cannot, however, tell you what the exact price is, because the 
Bureau of Indian Affairs in Portland, Oreg., refused to give us the 
new list of prices which they are proposing and which had been sent 
to the Aloha Lumber Co. and to Rayonier, Inc., and the Quinault 
Tribal Council. 

Mr. Bruce Bishop, a man who has given us considerable help in 
our efforts to secure a better deal, attempted to obtain the summary 
of stumpage reevaluation from a Mr. Weaver at the Portland office of 
the Bureau—this was done at my request—and he was told that that 
office did not have the authority to release the figures, either to him 
or to me, even though he identified me as a holder of an allotment 
on the Quinault Reservation. 

This attitude is certainly a strange one, in my opinion. I am an 
owner of timber in that reservation and a responsible citizen of my 
community and country and yet a Government Bureau refuses to 
tell me what they are attempting to sell my timber for. 

Why are they hiding this? If I am not entitled to know the facts 
about this matter, who is? . 

A very important point, in our opinion, and one that was rather 
dramatically emphasized by Mr. Weaver’s inability to supply us 
with the new proposed price changes, is the fact that nobody seems 
to care whether we, the owners of the allotments, are aware of what 
is going on, or not. 

his information concerning the timber price changes reached me 
upon leaving after I had contacted Senator Neuberger’s office. 

It is our belief that some system of consulation should be set. up. 

The Bureau should be required to keep us informed of any changes 
that will affect our timber and land. 

With this in mind, I have a few recommendations to present to the 
committee which they might find constructive in nature. 

1. We propose that sellers groups should be set up, with representa- 
tion from each bloodline in diréet proportion to the amount of their 
holdings on any one cutting or sale unit. 

Thus, those who own the Crane Creek unit, for example, should 
form a sellers group and elect 5 or 7 representatives to a board through 
which the Bureau would keep us informed of all circumstances re- 
garding our holdings. 

This sellers group could be called a Business Policy Committee, 
and it should be the direct representative of the Indians who own land 
and timber within any one cutting or harvesting unit such as that 
sold to Rayonier or Aloha. 

The members of this board should be elected by the allottees, 

_ whether they live on or off the reservation and without regard to any 
tribal connection or bloodline, excepting that the various tribes or 
bloodlines should be represented proportionately on the board. 

This would prevent such things as the present situation with regard 
to the Quinault Tribal Council, where a small rump group, a definite 
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minority, controls the economic destiny of the majority, because of 
some technical rules that were first set up years ago and that have 
failed to change with the times. 

I think jn reviewing the first testimony of Aberdeen there, Novem- 
ber 28, 1955, you will find that the Quinault Tribal Council placed 
two extensions on the Quinault logging ‘area, and I did not find these 
extensions until after the contract [ suppose, expired. 

2. We feel that we should have something to say about timber-sales 
procedure, which we do not now have. Only the companies doin 
the logging have the say as to how and when timber will be cut an 
as to what methods will be used. 

We believe that the units to be sold should have road networks 
planned; that timber should be laid out in blocks to be cut as planned 
and that the timber should be regularly cruised so as to provide an 
up-to-date estimate of the value. 

We are frankly tired of having our timber estimated on the basis 
of a scale made in 1915, over 41 years ago. 

The significance of this 1915 scale is the fact that we received 25 
percent of the vahie of the timber based on this antiquated cruise at 
the time the sale to Rayonier was made and now must wait until the 
logging is completed to reap any advantage on whatever increases 
occurred between 1915 and the time of the sale. 

Had an up-to-date cruise been made, the allottees would have at 
least received 25 percent of an up-to-date valuation. 

Adequate road networks would also reduce the hazard of forest 
fire, which could wipe out our holding overnight and would also work 
to the advantage of the operator for the same veason. Such a road 
network would also contribute to a sustained yield program in that it 
would encourage the harvest of insect-killed, blown-down, and over- 
ripe timber much earlier than if the logging was done on the basis of 
convenience. 

Basically, we feel that the Indian owners of this resource should 
have the right to plan the harvest of this etimber, not only with a 
view to present returns from it, but also with reference to the future 
and to the equity of our children. 

3. Looking toward the future, not only of the Indian owners, but 
of the people of western Washington, we believe that a plan for insur- 
ing future income from these lands should be devised. 

This proposal would be directly in line with my first point, which 
was the suggestion that sellers’ groups; or business-policy commit- 
tees, be set up. It is our belief that such a group should be set up for 
each sale unit, such as the Queets, the Aloha, Crane Creek, and for 
all cutover areas. 

Those business-policy committees set up for sale units where log- 
ging is presently going on would operate, in our view, as suggested 
. above. 

In those cases where the cutting has already been done, the responsi- 
bility of the committee should be to plan for future. yield, whether 
that be saw logs, pulp, or Christmas trees. 

The committee should work to devise further means of income so as 
- to keep the cutover areas in a productive condition. 

The importance of this proposal, from the standpoint of all those 
interested economically in the area, can be dramatically illustrated by 
recalling the millions of acres of cutover land in both Oregon and 
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Washington, some of it cut over as long as 40 years ago, where no 
timber crop of any sort has been produced since. 
The economic lifeblood of the Pacific Northwest is involved, in our 
opinion, in the proper management of cutover lands, as well as in 
the method of harvesting that land still in a productive condition. 

In conclusion, I wish to;say that we are mterested, of course, in 
what we are going to get out of any new timber policy that may be 
recommended by this committee. 

However, we are not here purely out of selfish interest, either, 
because we recognize the importance of any decision made with refer- 
ence to these timber resources on the future of the area in which we 
live.. We want a healthy lumber industry. We want an industry 
that is, first. of all, responsive to the needs of the community and 
which does not give its entire loyalty to corporate stockholders whose 
only interest is in the balance sheet. 

We feel that the long-range interest of the towns and villages, the 
schools, churches, and hospitals, industries dependent for their living 
on the well-being of the lumber industry, and last, but certainly not 
least, the people who live and work there, should be the prime con- 
sideration of this committee. 

If a solution is worked out whereby the community receives first 
consideration, we feel sure that we will prosper, too, because, gentle- 
men, we are a part of that community. 

Thank you very much for allowing me to appear and for your con- 
sideration here today. 

Senator Gotpwater. Where were you born ? 

Mr. Waxy. In Bay Center, Wash., in 1904. 

Senator Gotpwarer. How far is that from the reservation? 

Mr. Warn. About 60 miles, I would say. 

Senator Gotpwarer. When you wanted to get your allotment, how 
did you go about it? 

Mr. Wain. We had to go to Taholah at that time. I believe that 
is where the agency was and applied for it. 

Senator Gotpwater. You are a Chinook ? 

Mr. Wain. I am a kind of mixture. My dad was a Quinault and 
my mother was a Chinook. I am living within Chinook territory at 
present. 

Senator Gotpwarer. I do not know whether it was you or the 
previous witness that referred to the river that runs through this 
reservation. What river is that? 

Mr. Warn. The Quinault River. 

Senator Gotpwatrr. Are there salmon in that river ? 

Mr. Warn. Yes. 

Senator Gotpwarter. Is it a long river? 
cae: I would say it is approximately 20 miles. Am I right, 

eve? 

Mr. Jackson. Thirty-five miles from the lake and 25 miles from 
the mountains. 

Senator Gotpwater. Good fishing? 

Mr. Watn. Yes; fairly good. dane 

Senator GoLpWATER. Gan anybody fish on it ? 


Mr. Warn. Yes; there was some fishing. 
Senator Gorpwater. If I wanted to come up to fish, would I have 
to get permission from the tribal council ? 
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Mr. Warn. I imagine you would; yes. 
Senator Gotpwarer. ‘That is all I have. 

Mr. Wain. I will explain this: In 1915 my father, Charles Wain, 
took us into Taholah intending to—he bought a fishing ground pre- 
vious to that, and intended to go in there and take and rear the family 
in the reservation. 

I stated before in the first part of my statement there that the 
economy would not take care of any larger group, I believe, than was 
presently living there, so, after a very hard winter we had to go back 
to Bay Center and live there. , 

My dad had a fishing boat and was active in trout fishing and sal- 
mon fishing which, combining the 2, kept him oecupied.12 months out 
of the year. 

The fish proved out very poor in the reservation, so we were forced 
to move on the ground of economy.and, naturally, survival is the law 
of life, you might say. 

Senator Gotpwater. Who benefits fromthe fishing?’ Is it a tribal 
venture or individual ? 

Mr. Way. The individual. 

Senator Gotpwater. Does he have fishing grounds? 

Mr. War. Yes. 

Senator Gotpwater. He has to confine himself to. Is that the 
river they fish with nets, pull these big salmon out? 

Mr. Warn. They do some of that; yes. I don’t know whether they — 
have continued with that, but they have a small dip net on the order 
of the Celilo Falls. 

Senator Neunercer. The gill-net fishing is more in the very mouth 
of the rivers or out at sea. Is that correct! 

‘Mr. Wain. The better fishing ground located in the Quinault River 
are right at the mouth of the river, from the bar inside. 

Senator Neunercer. Is that. where you use gill nets, which I think 
Senator Goldwater alluded to? 

Mr. Watn. They are set nets; they have set locations, and you have 
a certain place to set your net. 

Senator Gotpwarter. I was referring to fishing I have seen pictures 
of, Indians over these large falls that will toss these fish out with a 
a net. ; 

Senator Neurercer. That is on the Columbia River, mainly at 
Celilo Falls. They used to use spears, but now they use long-handled 
nets which catch the fish as they leap the falls... That. is at Celilo, 
which is now being inundated by the Dalles Dam. 

The Indians are being paid indemnity. 

Mr. Warn. They do use a net at the mouth. The net is rectangular 
in shape, so it does not require a deep amount of water.to use them. 

Senator Nrusereer. Do you have some additional material you 
would like to submit for the record, Mr. Wain ? 

Mr. Wary. I have a timber contract. here, of the Gladys Edmonds 
allotment. She resides at Mill Street, the number I don’t know, in 
Raymond, Wash. 

ler contract is with’a logger by the name of Robert Byrd. 

This contract is based on a 46-percent basis. 

In other words, Mr. Byrd pays Gladys. Edmonds 40 pereent of the 
sale value of logs, which in the specie, hemlock specie, for a saw log, 
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hemlock sawtimber, would amount to about $18 per thousand for a 
No. 3 log and about $24 per thousand for a No. 1 peeler grade. 

That is in the hemlock species. 

I would like to submit that for the record. 

oe Nevsercer. Without objection, it will be included in the 
reco 

(The material referred to is as follows :) 


TimBer CONTRACT 


This agreement made and entered into this 25th day of March 1957, at Ray- 
mond, Wash., by and between Gladys Edmonds, of Raymond, Wash., hereinafter 
referred to as the seller, and Robert Byrd, doing business as Williams Creek Log- 
ging Company, of Star Route, South Bend, Wash., hereinafter referred to as the 
buyer, witnesseth : 

Whereas the buyer desires to purchase certain timber from the seller and the 
seller desires to sell said timber to the buyer ; 

Now therefore, in consideration of the mutual promises of the parties, and $1, 
it is agreed between the parties as follows: 

(1) The seller agrees to sell to the buyer all the merchantable timber either 
standing or lying down and specifically including all the cedar, white and yellow 
fir, hemlock, spruce and pine on those pieces of property described as follows, 
to wit: 

“Lot 3 in section 1 and the southeast quarter of the southwest quarter of 
section 2, all being in township 23, range 13 north, west of the Willamette 
meridian and located in Grays Harbor County, State of Washington and con- 

_ taining 76.94 acres more or less, also being described as allotment No. 1972 
and Patent No. 1165322.” 

(2) The seller and the buyer agrees that the buyer shall have a period of 
2 years from the date herein to log said timber. 

(3) The buyer agrees to pay the seller on the basis of truck or water scale for 
all timber and logs removed, and at the rate of 40 percent of the price received 
for all logs and timber logged and removed, and on salvage cedar at the rate of 2 
cents per board. 

(4) It is further agreed that on all logs and timber removed from the above- 
described premises, that the mill shall send to the seller each and every week a 
statement containing the amount of logs sold and the amount received, and fur- 
ther, that all logs and timber removed from the above-described premises shall be 
scaled: on the basis of truck or water scale by the Puget Sound Scaling Bureau 
or the Grays Harbor Log Scaling Burean, and that the seller shall be furnished 
with a copy of the scale sheet for all logs removed from the above-described 
premises. 

(5) It is further agreed that all logs and timber removed from the above-de- 
scribed premises shall be branded as follows: With a capital WC, and that it is 
the intention of the buyer to sell principally to the best buyer. 

(6) It is agreed by the buyer that the buyer shall be responsible for any fires 
originating from their logging operations and will indemnify the seller against 
any lawsuit arising from fires originating from the buyer’s logging operations 
and shall pay to the seller an amount in damages as sufficient to make the seller 
whole for any fire damage to the timber on the above-described premises, if said 
Soman? arises as a result of fires originating from the logging operations of the 

uyer. 

It is further agreed between the parties hereto that the amount of damages 

will be a sufficient amount to pay the seller on the basis of timber cruises of the 
above premises. 
(7) The buyer agrees that he shall perform all logging operations necessary 
to complete this contract in a good and workmanlike manner and shall keep the: 
logs and timber free from all liens and other incumbrances and shall pay all bills 
incurred by them, and shall comply with the State forestry laws and the State 
forestry practice acts in all respects and pay all excise tax on timber sales. 

(8) The seller warrants that she has a good and sufficient title to the above- 

described timber and covenants that the buyer can use or construct necessary 
roads and have the necessary easements to provide ingress and egress to remove 
said timber. 

It is agreed between the parties that this contract is nonassignable. 
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It is further agreed between the parties that all stumpage under this contract 
shall be withheld at the mill to which the buyer delivers the timber or logs and 
shall be paid directly to the seller. 

This agreement shall be binding on the heirs, executors, administrators, suc- 
cessors and assigns of each of the parties hereto. 

In witness whereof, the parties hereunto set their hands and seals the day 
and year first above written. 

(Signed) Griapys EpMonps, 
* Seller. 
(Signed) Rosert Byrp, 
Buyer. 
STATE OF WASHINGTON, 
County of Pacific, ss: 
I hereby certify that this is a true and accurate copy of this timber contract. 
[SEAL] i RUSSELL PEDERSEN, 


Notary Public in and for the State of Washington, residing at Raymond. 


HoQuiAM 
RAYONIER REPORTS 1956 SECOND BEST IN HISTORY 


New York (Special).—Preliminary figures of Rayonier, Inc., and United 
States and Canadian subsidiaries for the year endéd December 31, 1956, 
showed the chemical cellulose company turned in the second best year in its 
history, although sales and earnings were lower than 1955's all-time high, Clyde 
B. Morgan, president, reported today. 

Net earnings after taxes were $13,975,000 as compared with $15,917,652 for 
1955. Net sales were $137,900,000 against the preceding year’s record of $142,- 
520,969. The company earned $2.65 per share in 1956. 

Total tonnages sales of chemical cellulose, paper pulp and fine papers were 
693,369 against 737,505 tons in 1955. 

Rayonier’s Canadian subsidiary, Alaska Pine & Cellulose Ltd., sold 245 million 
board feet of lumber and 106,000 squares of red cedar shingles in 1956. This 
compared with 247,022,000 board-feet of lumber and 136,964 squares of shingles 
sold in the previous year. 

Morgan commented that despite the softening of demand in certain Rayonier 
domestic markets, which began in the second quarter of the year, the company 
“held its own, turning in its second best year.” 


OVERSEAS SALES UP 


In the overseas markets, however, Rayonier sales continued to grow, ap- 
proaching 43 percent of the company’s chemical cellulose production. Currently, 
overseas shipments are continuing at the same high rate and prospects are that 
this satisfactory rate will hold, Mr. Morgan said. 

The company’s second 100,000-ton mill at Jesup, Ga., under construction since 
1955, is scheduled to be completed and on steam late this year, it was learned. 
This is Rayonier’s eighth chemical cellulose mill. Together with expanded pro- 
duction at the other plants, it will raise the cellulose producer's total capacity 
beyond 915,000 tons annually. 

Rayonier directors on January 15 declared the regular dividend of 35 cents 
oa, payable on February 15, 1957, to stockholders of record on January 

. ; 


Mr. Warn. I also have here a letter concerning the supervised, 
so-called sale of our Western Washington Indian Agency. 

I find these sales are quite objectionable in different ways, speaking 
to the different ones who have applied for them. 

There is a certain amount of people, quite a good number, that 
‘would like to retain their land. 

Mr. Conurn. May I interrupt a moment? 

Would you explain for the benefit of the committee what a super- 
vised sale is? 
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Mr. Watn. I really can’t tell you, but you ask for a supervised sale 
and it is all conducted under the supervision of the Indian Depart- 
ment, I understand; it is appraised, advertised, they collected monev 
and pay you what they don’t want, I imagine, or less the administra- 
tive charges. 

Mr. Cosurn. What did they charge? 

‘Mr. Warn. Ten percent, I understand. : 

Mr. Copurn. Are these sales made outside of the contract? 

Mr. Warn. Yes. This particular one is in the so-called Queets 
unit. They have changed their appraisal on this from the original 
appraisal of $98,975 to $79,500. 

First of all, I would like to have the information on this included 
in the record, and, secondly, I would like the committee to ask the 
Indian Department to give exact information and complete infor- 
mation—I can’t read my own writing. 

(The material referred to follows :) 


DEPARTMENT OF THE INTERIOR, 
BureEAv OF INDIAN AFFAIRS, FIELD SERVICE, 
WESTERN WASHINGTON AGENCY, HoQutamM SUBSTATION, 
Hoquiam, Wash., July 25, 1956. 
Mr. Ester Prior, 
South Bend, Wash. 


Dear Mr. Prior: Your Quinault allotment No. 2127 was recently offered for 
sale on the basis of an appraised valuation of $98,975. Only three bids were 
received, the highest being $50,100. All bids were rejected. 

, Because of the wide difference between our appraised value and the high bid 
received, it was decided to reexamine the property before again offering it for 
sale. Mr. John W. Libby, our forest manager at Hoquiam, personally inspected 
the allotment, and concluded that the original cruise was in error as to cedar 

quality and as to the area of swamp. He ordered a recruise.. 

: This cruise has been completed and we are in receipt of Mr. Libby’s report 
of the same. The recruise verified Mr. Libby's observation. There are approxi- 
mately 30 acres. of swamp which is 10 acres more than originally reported. 
Also, it was determined that the quality of the cedar was not as high as origi- 
nally represented. 

On the basis of the recruise, Mr. Libby has reappraised the property for a 
total overall value of $79,500. We propose to submit this reappraisal to the 
office for approval and, if approved, to readvertise the property for sale on the 
basis of the new valuation. We trust this meets with your approval. If not, 
please let us know. If you have any questions concerning the matter, it is 
suggested that you call on Mr. Libby at our Hoquiam office. 

Yours very truly, ; 
M. L. ScHWARTz, 
Acting Superintendent. 


Soutsa BEenpb, WASH., April 8, 1957. 
To the Subcommittee on Indian Affairs: 


I have allotment No. 2127 and have applied for a supervised sale. This allot- 
ment has been first valued at $98,750 then later lowered to $79,500. 

Upon investigation in the presence of a qualified cruiser I find that one 40 
(the north) that I cruised was overappraised. I feel this is the reason’ for not 
being able to have my allotment sold. 

I am sending letter dated July 25, 1956, signed by Mr. M. L. Schwartz, show- 
ing the original appraisal and one appraisal reduction and also the last rejected 
bid of $51,000, this last bid I feel is reasonable. 

Sincerely yours, 


ESTEL Prior. 
Senator Nevpexrcer. { am going to ask you to hurry, Mr. Wain. We 


have a lot of witnesses from out of town. 
Mr. Wain. I can’t read this. It is ashame. 
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Senator Neveercer. Then let it go. 

Mr. Warn. Anyway, there should be a complete report on that to 
the landowners, when the cruise is made, the specie, complete informa- 
tion, sothat they could know what is going on. 

Also, it should be that the Indian should be able ‘to maintain his 
land should he desire to do so. 

Also, I have a statement here by Samson Calhoun, concerning the 
handling of his affairs by the Indian Bureau, or the Western Wash. 
ington Indian Agency. : 

Senator Neunercer. The material will be received. 

Mr. Warn. I think that will be all. 

(The material referred to is as follows:) 


STATE OF WASHINGTON, 
County of Pacific, ss: 

Sampson Calhoun, of Westport, Washington, being first duly sworn, does 
depose and state as follows: 

In 1935 I borrowed Sixteen Hundred Dollars ($1,600.00) from my daughter, 
June Rose Calhoun and subsequently in 1939 borrowed Two Thousand Dollars 
($2,000.00) more for a total of Thirty Six Hundred Dollars ($3,600.00). In 
1944 Mr. Frank Baiulieu of the Indian Agency contacted me at Bay Center and 
asked me to come to the court house at South Bend, Washington to sign certain 
papers which he stated would insure that my daughter got repaid the mony that 
she had loaned me from my Indian allotment claims. Trusting in Mr. Baiulieu’s 
advise I signed the papers thinking that I was assigning only a Thirty Six Hun- 
dred ($3,600.00) interest in my Indian allotment claims. However, later on as it 
turned out in 1950 when the first payment was due from a claim held in my own 
name and two other claims in which I had a partial interest, including the 
claim of William Calhoun allotment, it was then brought to my attention that I 
had signed deeds conveying all right, title and interest to my daughter, June 
Rose Calhoun. June Rose Calhoun has since received close to Seventeen Thou- 
sand ($1,700.00) Dollars from said Indian Allotment claims. 

I make this affidavit for the reason that I do not think that the Indian Agency 
took adequate steps to protect my interest and actually by preparation of docu- 
ments conveying all of my interest in the property, rather than an assignment of 
a portion of interest, actually deprived me of my rights to all of the Indian 
allotment claims. 

Sampson CALHoun. 


Subscribed and sworn to before me this 9th day of April, 1957. 
[SEAL] JAN E. DuUNN, 
Notary Public in and for the State of Washington, residing at Raymond. 

Senator Nevsercer. Thank you very much, Mr. Wain. 

Senator Jackson, who is a member of the Senate Interior Committee, 
and in‘whose State the reservation is located, is here with a statement. 
He is acting chairman of the Senate Investigations Committee. In 
view of his tight schedule we are going to interrupt our schedule to 
have him testify. 

Before he does so, I would like to read a telegram which I am going 
to include in the record from Mr. A. F. Hartung, international presi- 
dent of the International Woodworkers of America. Because it is 
critical of the Bureau of Indian Affairs, I am going to read the state- 
ment so that the Bureau witnesses who are here will have an oppor- 
tunity to refute it or make comments on it when they testify later, 

(The material referred to is as follows:) 


PORTLAND, OREG., April 11, 1957. 
Senator Ricuarp L. NEUBERGER, 
Senate Office Building, Washington, D. C.: 
We are gratified to learn that BIA price proposal contemplates further increase 
to Indian allottees on Quinault. However, this “summary of stumpage revalu- 
ation report” makes no provision for additional pay for those whose timber 
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was logged at ridiculous price of $4.47 per thousand as little as 2% years ago 
when log market was better and industry demand stronger. Cannot understand 
discrepancy in Bia’s report of present prices. They quote hemlock at $8.77 and 
white at $8.64, with proposal to advance both to $9 when timber logged within 
last 2 months brought from $447 to $7.93 for hemlock and $8.08 for white fir. 
Also hard to understand how BIA can justify charging $4,600. “Administrative 
deduction” on $46,000 worth of business. Either they should increase the 
caliber of services and prohibit further robbery of Indians to justify these 
10-percenters or “administrative deduction” charge should be drastically reduced. 


. A. F. HaRTUNG, 
International President, International Woodworkers of America. 
Senator Neusercer. Senator Jackson, we are very glad to have you 
1ere. 

Senator Jackson. Mr. Chairman, I would like to make a few brief 
informal remarks. 

For the reason indicated by the chairman, it will not be possible 
for me to attend the hearings throughout the day. I had made plans 
to be here yesterday and understand the Chair had to change his 
plans for the hearings yesterday on account of another committee 
that he is serving on. 

I amin the same situation because we are holding hearings this 
morning on some matters before the Senate Permanent Investigations 
Subcommittee. 

As you know, I have been concerned for some time over the lack of 
satisfaction with the management of Indian timber sales on thie 
Quinault Reservation by the Bureau of Indian Affairs. 

In fact, I was present on behalf of the Indians at one of the earliest 
hearings at which protests were raised several years ago. 

I believe that was about 1950 or 1951. Your hearings of late 1955 
and early 1956 were replete with testimony from. the Indians them- 
selves and interested persons as to the failure of the Bureau of Indian 
Affairs to manage the sale of the Indian timber, so as to return the 
highest ible profit to the Indian owner. 

t think it appears in the record as of now that other contracts under 
somewhat similar circumstances give the owners a better return. I 
think this is really the heart of the whole matter. 

Senator Murray’s report based on the hearings set forth the reasons 
and justifications for these protests over the Bureau’s management 
policy... These criticisms appear to be substantiated by the audit report 
vt the Comptroller General covering the investigations conducted late 
ast year. 

teas seem to me, at least from the record, that the Indians would 
have preferred that the 10-percent charge now levied by the Bureau 
for managing these timber sales be given as an incentive to a real man- 
ager who would endeavor to secure the best possible return for the 
Indian owners of the timber. 

It seems to me that immediate action must be taken to correct the 
existing shortcomings, which apparently have deprived the Indians 
of a fair return for the property. 

The management of these timber resources should be in the hands 
of personnel who are primarily concerned with protecting the Indian’s 
rights. After all, these people are acting as trustees and it is their 


duty and their obligation to see that the best possible return can be 
obtained. 
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Mr: ‘Chairman, I have a number of letters, including one.from a 
Maj. Wilfred D. Petit, a veteran of 23°years in'the Army, who is 
retiring with a physical disability on April 30... He has 4 direct inter- 
est in this matter because he is one of the owners that is involved. 

I think the letter is quite good and I would like to have it included 
in the record, together with some other 3 or 4 letters that I have 
received from people who are directly concerned with this matter 
and/or are interested in seeing to it that this matter is straightened 
out. 

Senator Neusercer. Without objection, the material will appear in 
the record. 

Senator Jackson. Thank you. 

(The material referred to is as follows :) 


. TacoMA, WASH., April 1, 1957. 
Hon. Henry M. JACKSON, 
United States Senate, 
Senate Office Building, 
Washington, D. C. 


Dear Sie: In reply to your letter of March 8, 1957, I am enclosing a copy of a 
letter from Mr. Schwartz of Western Washington Agency. Since the recom- 
mended rate increase was not enclosed in this letter, I can neither approve nor 
disapprove. . 

My opinion of the Rayonier contract as it pertains to the individual Indian is, 
that itis a very poor one. It is obviously an excellent contract for the Rayonier 
Lumber Co. And I, among several hundred others certainly would never have 
agreed to such an arrangement. Unfortunately I was in Korea at the time of the 
negotiation and was not provided with any information on the contract nor was 
I given an opportunity to voice my approval or disapproval. I had given my 
power of attorney to the Western Washington Agency, several years before, due 
to my being out of the country much of the time. 

I will retire from the Army after 23 years service with a physical disability on 
April 30, 1957. I had planned to use the money accruing from this sale to 
assist.me in establishing myself in a new line of endeavor. However, after a 
lengthy conversation with Mr. Vincent of Rayonier Inc., on March 15, 1957, I was 
informed that there are no plans to cut my timber in the foreseeable future. 

I have paid for a cruise of this timber and have obtained a fee-patent, and will 
start paying real estate taxes on this land in 1958. This expense along with the 
interest on stumpage evaluation on the advance payment, and income taxes 
would leaye very little profit in any case. However, if the Rayonier Lumber 
Co. does not log this timber until the termination date of the contract (1982), I 
will probably not be in need of it by that time. 

Very truly yours, : 
Maj. Witrrep D. Petit. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 

BUREAU OF INDIAN AFFAIRS, FIELD SERVICE, 
WESTERN WASHINGTON AGENCY, HoQquIAM SUBSTATION, 
Hoquiam, Wash., March 26, 1957. 
Maj. Witrrep D. Petir, . 
: Tacoma, Wash. 


Deak Mason Petir: We have read a copy of your letter from Senator Henry 
M. Jackson with interest and for your information will add that adjustments in 
stumpage rates are in prospect. We anticipate that the new rates will be in 
effect as of April 1, but we cannot advise you at this time what these rates will be. 
The final decision is up to the Secretary of the Interior. . 

You have raised 2 questions in your letter of March 21, and we shall answer 
them to the best of our ability : 

1. There seems to have been considerable misinformation circulated con- 
cerning the matter of interest payments. There have not been, and will not 
be, any interest payments made to Rayonier Inc., under this contract. (The 
only place that interest on advance payments has ever entered into the situ- 








66 TIMBER SALES—QUINAIELT INDIAN RESERVATION 


ation is in connection with stumpage evaluation.) We make periodic 
surveys of market conditions, operating costs, and other factors, in order to 
determine whether or not rates in effect under the contract reflect a true 
market value of the stumpage. The large advance payments made by the 
purchaser, together with money spent in the construction of roads, repre- 
sents a large initial investment. Any estimate of costs for any operation 
must consider interest, on investments as an item of such costs. In other 
words, the interest which the purchaser has to pay on investments is but 
one item in our cost analysis. Other items include various logging costs, 
transportation costs, taxes, payroll insurance, etc. 

On a basis of the total cost and the market price of the timber, we deter- 
mine what we consider to be a fair stumpage value. We do not rely entirely 
on this type of appraisal, but also consider general market trends, sales 
of comparable timber elsewhere, and other pertinent factors. In the final 
analysis, we exercise our best judgment, after considering all of the above, 
to establish the stumpage to log price ratios, which determine the rates to be 
paid. . Since no interest payments have been paid to the purchaser, there is 
no question of their being terminated. : 

2. There is no provision for reducing the length of the contract except by 
modification of the contract. However in the event that your allotment is 
logged; it would be possible to certify that the contract has been completed 
on your allotment, which would automatically terminate the contract thereon. 

T trust the above satisfactorily answers your questions. If we can provide 
you with any further information, please let us know. 

Yours very truly, 

(Original signed by) M. L. Schwartz, 
Acting Superintendent. 


TacoMa, WASH., February 27, 1957. 
Hon. Henry M. Jackson, 
Senate Office Building, Washington 25, D.C. 


Dear Siz: According to information contained in the Congressional Record 
84th Congress, 2d session, pages 15 and 16, certain recommendations concerning 
the Federal timber sales policy were made by the joint committee. Could your 
office advise me as to the present status of these recommendations. 

If the Department of the Interior does not intend to take action in this in 
accordance with the recommendations of the committee, it will become necessary 
for myself and others to spend several thousands of dollars in an effort to break 
or renegotiate the Rayonier contract. The resulting publicity of such legal action 
would not be beneficial to the present administration or to those in office when 
this contract was negotiated. 

Since this contract was negotiated by the Government on behalf of the Indians, 
it is my belief that it is the responsibility of the Department of the Interior 

to renegotiate or cancel this contract. 

: Yours truly, 
: Maj. WiLFrep D. Petir. 


Bay CENTER, WASH.., 
March 16, 1957. 
Hon. Henry M. JACKSON, 
Senate Office Building, Washington, D. C. 


Dear Mr. JAcKsON: I am an allottee on the Quinault Indian Reservation 
and my allotment is one in this Crane Creek sale to Rayonier, Inc. Us Indians 
who live off the reservation do not approve of this 33-year contract and the 
low price of our timber. I have a fee patent on my allotment. I am 60 years 
old and need my money from my timber sale now. We do not believe the 
Tahobah council had the right to sell us out as they did. We off the reservation 
are taxpaying Indians and able to handle our own affiairs. The Government 
is supposed to help us Indians out instead of sell us out or give us away. 
Rayonier, Inc., says they are about ready to log my timber. But I can’t see this 
giveaway price on the timber. Would like to hear from you on this. 

Sincerely yours, 


Mrs. Pau E. PEtir. 
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EVERETT, WASH., March 18, 1957. 
Senator HENRY M. JACKSON, 
United States Senate, Washington, D. C. 


Dear Sir: First let me identify myself. I was born in Washington, in 
Iiwaco, and raised in the Willopa Valley. Iam a graduate of the Lebam High 
School and of Ellensburg Normal School. I am also an allottee on the Quinault 
Indian Reservation, being of one-sixteenth Indian blood. 

I have just finished reading reports on Federal timber sales policies; namely, 
Union Calendar No. 1212, 84th Congress, 2d session, House Report No. 2960, 
and the supplementary staff report, 84th Congress, 2d session, House of Repre- 
sentatives, Federal timber sales policies, Committee on Government Operations, 
dated November 2, 1956. Since you are a member of the Committee of Interior 
and Insular Affairs as well as Senator, I am writing to you. 

I wish to protest to the interest on advance payments to the Indians now 
being charged as a cost against stumpage in a renegotiation of rates in the 
summer of 1955 on timber contracts with Rayonier, Inc., and the Aloha Lumber 
Co., granted by the people in charge. : 

My allotment is in the Crane Creek unit. I have received two of these ad- 
vance payments but have been unable to ascertain whether or not my timber 
is actually being logged or not. 

When I signed for my timber to be included in the sale of the Crane Creek unit, 
this interest charge was absolutely not included—although there was a stipulation 
that the Government was to charge a 10-percent fee (I believe these are the 
figures) for its services in handling the sale, etc. At the time I felt that this 
handling fee itself was very unfair and I still feel that it is the duty of the 
Government and it should do this without cost to the Indian as a small part of 
the legacy owed to the Indians, both morally and legally, since this land was first 
‘ theirs until the white man came along and took it away. from them. 

I think it is very unfair that our Government allows Rayonier, Inc., and Aloha 
Lumber Co. to make the aforementioned interest charges and for the Govern- 
ment itself to make a charge when this is an age when this Government is going 
overboard in heaping millions of dollars of foreign aid all over the world with 
little prospect of ever being repaid at all or even in outright gifts. 

Further it is common knowledge that Indian timber has been sold for con- 
siderably less than private timber or even national-forest timber—all in the same 
region or area. This too is not fair to the Indian owner who has agreed to sell 
in such sales as the Crane Creek unit when we were led to believe that this 
would be the best method of sale in order to realize the highest of price. 

There is certainly something radically wrong with the whole deal and the 
Indian timber already sold and to be sold should be increased commensurably in 
price in order to get the prices that this Indian timber justifies. 

In this interest charge on advance payments by the time the timber is cut 
under the schedule of years in the contract the Indian owner will in all prob- 
ability owe these logging companies money and would have been better off to - 
have made them a gift of the timber in the first place. 

The Secretary of the Interior at least should immediately take steps neces- 
sary to rescind the allowance for interest made in the price revision October 
1, 1955, as well as increase the timber price. 

There seems to be sO many unnecessary delays in everything concerning 
these timber transactions and money owed the Indians while it is a different 
ease when something big really comes up that will benefit an entire community 
as well as big business as recently portrayed when Richfield Oil Co. was indi- 
cating it wanted to locate a refinery on the Tulalip Reservation. At that time I 
see where the powers that be really got to work on it and made that land avail- 
able to them almost immediately and that in itself shows that it can be done 
speedily and the timber sales policies on this Indian question should be dealt 
with just as speedily, even though the Indian will benefit most from it. 

I hope you will see fit to give these requests your utmost consideration and 
do what you can to rectify the situation in the near future and with your own 
prestige in Congress you could do much to iron out this intolerable state of 
affairs. 

Sincerely, 


CATHRINE CLANCY SUMMEY. 
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yen st SEATTLE, WASH., April 10, 1957. 
Hon. Henry M. Jackson, 
Subcommittee on Insular Affairs, 
Senate Office Building, Washington, D, C.: 

The Committee on Northwest Indian Affairs wishes to recommend a proposal 
that a survey and appraisal of Indian timber and stumpage prices be conducted 
by independent nongovernmental agencies. We feel this highly necessary. 

Sincerely, 

Dr. Erna Gunther, Chairman, Department of Anthropology, University 
of Washington; Harry Burks, Dr. Ernest Campbell, Rev. John 
Stanley, Mrs. Hariett Rivera, Mrs. McLeod, Jess Epstein, Mrs. 
Gann, Mrs. Hall, Bet Thygesen. : 





Senator Jackson. I only have this final comment, Mr. Chairman. 

I know that the Chair will conduct a fair and impartial hearing 
with the sole purpose of getting the facts. I think, when we get the 
record complete, the committee will be in a good position to make 
some firm and definite recommendations. 

I only hope that the Department of Interior will.take heed and see 
to it that any adjustments that need to be made in the contract will be 
made, or whatever other steps may be appropriate. 

Thank you very much. 

Senator ‘Nevpercer. Thank you, Senator Jackson. We know of 
your great interest in this cause and the Quinault timber reservation 
and most of the people are in your State. 

I want to assure you that the purpose of this subcommittee, to as 

t a degree as we can possibly make it, is to get the facts which will 

ring a decision which is fair to the Indians, to the communities in- 

pve and to the companies that are purchasing and logging this 
timber. 

Senator Jackson, Thank you. I appreciate it very much. 

Senator Neupercer. We appreciste your coming. 

Are there any questions of Senator Jackson? 

Thank you.so much for coming, Senator. 

Senator Nevupercer. The next witness is Mr. Malcolm McLeod, an 
attorney in Seattle, Wash. 

I am going to have to make one ruling here that I hope nobody will 
object. to.. ‘There. are a good many long statements that have been 
submitted. All of these statements will appear in full in the record, 
where they can be read by the members of the subcommittee and by 
all the members of the full committee, as well as by the Members of 
the Senate if any legislation reaches the floor. 

In the interest of time, because we have so many witnesses, some of 
whom are from out of the city and come here at considerable expense 
and trouble, I am going to suggest that those with long statements 
ag, age them and highlight them rather than read them in detail, 

ut they will appear in full in the record. , 

Mr. McLeod, we will hear from you now. 


STATEMENT OF MALCOLM McLEOD, SEATTLE, WASH., ATTORNEY 


Mr. McLeop.' I would like to show the chairman a map of the area 
concerned. 

My name is Malcolm McLeod. I am an attorney. I represent 
some 25 tribes in the State of Washington. 
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I have some 15 cases which I have tried before the Indian Claims 
_ ‘Commission. i 

I am here today representing some of the off-reservation allottees 
and on the Quinault. Reservation. 

I have made a study of this contract and with Rayonier, Inc., and 
with the Aloha Timber Co. on the Quinault Reservation. 

I would like to point out to the chairman here some of the area that 
we are discussing. Here is another map, showing the species of timber 
to be found on the reservation and the area in question, which is the 
Crane Creek area, which, I believe, is indicated right here. 

I will merely highlight my statement for the committee. 

Senator Neupercer. These maps will be filed as exhibits. 

Mr. McLxop. Yes, if you could make copies of them, if I could: have 
the original back. 

Senator Nrusercer. I am informed by Mr. Coburn that there are 
no facilities for reproducing these maps. 

Mr. McLxop. Could I make copies and return them to you? 

Senator Nrupercrr. Will there be ample time ¢ 

Mr. Cosurn. I would suggest he not file them. Just leave them for 
exhibit purposes now, and they will be returned to'you. 

Senator Neusercer. Will that be satisfactory, Mr. McLeod ? 

Mr. McLxop. Yes. I believe this map showing the species of timber 
was prepared in accord with the 1916 cruise. 

I believe this was the cruise on which the sales were based. 

Senator Nreupercer. If this material is useful at all in the presenta- 
tion you are making, it would be helpful if they could be left here as 
exhibits in case any controversy should arise in the subcommittee or 
full committee by members of the committees that are not present 
today. 

Mr. McLeop. Yes; I can do that. 

Just in summary, I would say that, from my investigation of this 
subject, these Indian allottees had no idea what they were doing or 
what contract they were entering into. 

I represent Catherine Herrold, who was mentioned by Cleveland 
Jackson. He discussed the power of attorney, so I won’t go into that 
again. 

It was 5 or.6 years before entering the contract. It is my opinion 
that she knew nothing about it. She understood she was selling her 

' timber. 

Now, I believe that the subject of no consultation with Indian allot- 
tees has been adequately taken care of by prior witnesses, so I will go 
on to some of the other defects that I feel are in this contract. 

First, there is no basis whatsoever in this contract for the Indians to 
check the scale taken by the timber companies. . 

They are left completely to themselves. ‘They can go in there and 
cut the timber and do whatever they fee] like. There is no check on 
the part of the Indians at all. 

The Indian is never advised. In the first place, he was not advised 
of the terms of the contract. After the contract has been entered into, 
he has no voice or counsel as to what happens between the time that 

the contract was entered into and the timber is cut or when the sale 
is made or any of the details of the sale. This information is not made 
available to the Indians. This information is not made available to 
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their counsel. I have endeavored to get information on this con- 
tract and the facts surrounding it. So far there is nothing forth- 
coming from the Bureau. 

Mr. Chilson did send me a wire last week—I believe I got it on the 
8th or 9th of April—that the records were available to me. 

Of course, I could not, in the time allotted between this hearing 
and the time I received his wire—I had no opportunity to consult with 
the files or the data on these sales with the new prices that were going 
into effect. 

Mr. Cosurn. Where did you go to get this information originally ? 

Mr. McLxop. I-went to the Western Washington Indian Agency 
at Everett, Wash. 

Mr. Copurn. What did they say to you? 

Mr. McLxop. They said that this information was confidential; it 
was none of my business and I was not entitled to see it even though 
I represented some of the allottees. 

r. Copurn.. What sort of information did you ask them for? 

Mr. McLeop. I asked for information on the stumpage prices. 

Mr. Cosurn. Did you ask for copies of the contract ? 

Mr. McLxop. Yes; I did. I was not given copies of the contracts. 

Mr. Cosurn. Did you have available to you copies of the in- 
dividual powers of attorney ? 

Mr. McLeop. Yes. 

Mr. Copurn. With a copy of the contract attached? 

Mr. McLeon. Yes; I did 

Mr. Coscurn. You knew what was in the contract, then ? 

Mr. McLezop. .No; I didn’t; beeause the contract isn’t there. What 
was furnished to the allottees does not contain the contract. That is 
only a small part of what is in the contract. 

Mr. Cospurn. You wanted to see the whole thing? 

Mr. McLexop. I wanted to see the contract between the Govern- 
ment and Rayonier. I had to.send someone down to Aberdeen, 
Wash., to have it copied from the files of the agency there. It is a 
long contract; it was a very expensive Gperation, 

Mr. Cosurn. But you did get the facts? 

Mr. McLeop. I finally got one. 

Mr. Cosurn. Which contract was that? 

Mr. McLeop. That was the contract of 1952, with Rayonier. 

Mr. Cosurn. Were you also interested in the Aloha contract ? 

Mr. McLzxop. Yes. 

Mr. Cosurn. Did you ever get that? 

Mr. McLeop. No. 

Mr. Cosurn. What was the reason for giving you access to one | 
and not giving you access to the other? 

,» Mr. McLezop. The people that I sent down there were unable to 
get a copy of the Aloha contract. I don’t believe they had one there 
completely at the agency. At least, that was the information we got. 

Mr. Cogsurn. You say you went to the western Washington 
agency ? 

Mr. McLeop. Yes; in Everett. 

Mr. Cosurn. You yourself did? 

And asked to see copies of the two master contracts? 

Mr. McLxop. Yes. 
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Mr. Cosurn. Were they refused you ? 

Mr. McLeop. They weren’t refused exactly. I don’t believe shee 
have them there. At least, they indicated they were not available. 

I was not given a reason. 

Mr. Cosurn. They just refused ? 

Mr. McLxop. Yes. 

Mr. Cosurn. Did they say where this information could be 
obtained ¢ 

Mr. McLxop. From the Secretary’s Office in Washington. 

Mr. Cozurn. In other words, did they advise you to write the Sec- 
_retary for copies of the contract ? 

Mr. McLxop. They said that any release of any information con- 
cerning the contract or concerning the stumpage prices would have 
to come from Washington. 

Mr. Copurn. So you sent some people, as you say, down to some 
other place to get them ? 

Mr. McLxrop. Yes; to Mr. Libby, I believe, who was:in charge of 
the agency at Aberdeen, Wash. 

Mr. Cosurn. There you obtained access to a copy of the Rayonier 
contract ¢ 

Mr. McLeop. Yes. 

Mr. Copurn. You were permitted to copy that? 

Mr. McLxop. Yes. 

Mr. Cosurn. But they didn’t have available a copy of the Aloha 
contract ¢ 

Mr. McLxopv. No; we were unable to get it. 

Mr. Conurn. What other information did you ask for? 

Mr. McLeop. I asked for stumpage prices and for 

Mr. Copurn. Current stumpage prices ? 

Mr. McLxrop. Yes. 

Mr. Conurn. What did they say about that ? 

Mr. McLxop. ‘They indicated that that would have to be obtained 
through the Secretary’s Office. 

Mr. Copurn. What other information ? 

Mr. McLeop. I[ asked about the revision of the prices and they did 
not seem to have any information about that. 

Mr. Conurn. You mean the proposed revision? 

Mr. McLeop. Yes. 

I also asked for the stumpage allotted for each year, the amount to 
be cut for each year. 

I asked for information how much was cut since the contract was 
entered, for each year 

I also asked for what would happen if the timber company did not 
cut their full allotment of stumpage for 1 year, what happened to 
that, whether they were allowed to make it wp next year, or, what 
hap pened. 

I — never been able to get an answer to that. 

‘Further, I believe the matter of charging interest on advance pay- 
ments is an unheard practice in the business world in any type of sale 
or transfer that I have ever been abte to find. 

I think it is an imposition where the purchaser can require the seller 
to pay interest on the advance payments. It is the most ridiculous 
thing I ever heard of. 
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Senator Neuzercer. I would agree with you on that. That has long 
been a souree of irritation to me, Lassure you, Mr. McLeod. 

Mr. McLxop. Thank you. 

My feeling is that this contract should be canceled and that the 
United States as trustee for these: Indians should be held liable for 
damages for breach of trust because that is clearly, purely, and simply, 
what itis. 

They completely forgot about the Indians. 

Now, IL see these Indians, I know them personally. They come into 
my officeregularly and complain. Many of them are in the most dire 
straits of poverty and they still own several thousand dollars’ allot- 
ments, but they are unable to get the money for them. 

_ ©) Tmight say that I think that the Bureau of Indian Affairs has made 
= appalling mess out of this particular handling of these timber 
sales. 

Mr. Cosurn. Are these allottees you represent under a timber sales 
contract at the present time / 

Mr. McLxop. Yes; they are. 

Mr. Cosurn. All of them ¢ 

Mr. McLzxop. Yes. 

Mr. Copurn. Has any of their timber been cut / 

Mr. McLeop. Some of them it has. 

Mr. Conurn. Have they received their advance payments ? 

Mr. McLxop. Some of them have; yes. 

Mr. Cosurn. Not all of them ? 

Mr. McLezop. No. Some of them were also charged an additional, 
what they call, administrative fee. I have been unable to find the 
nature of that fee or the reason for charging it. 

However, it seems to me that if they are going to give the Indian 
timber away they should at least allow the Indians to do it. 

Furthermore, this particular contract the Government will recover 
more than $800,000 for the privilege of transferring the Indians’ tim- 
ber at a price that is in some cases only one-third of what they could 
get on the market. 

Mr. Cozsurn. Now, this administrative fee for your information 
contemplates that the Indian Bureau is going to perform certain func- 
tions for the Indians, certain services to the Indians. That is why 
they charge the administrative fee. 

In your experience what services has the Indian Bureau performed 
in behalf of the Indian allottees whose timber is under contract ? 

Mr. McLxop. I couldn’t think of any services that were beneficial to 
the Indians. 

Senator Neusercer. Let me ask an informational question here. 

Does the Indian Bureau perform certain timber management or 
custodial functions for them f | 

Mr. Cosurn. They are supposed to; yes. 

Senator Nrvusercer. Do they do so? 

‘Mr: MeLerop. I have no information on what they actually do 
other than they do supervise submitting these contracts. 

Actually, there are probably three purchasers in the State of Wash- 
— — of entering ito such a contract, That would prob- 
ably be firms like the Weyerhaeuser Timber ©o., Rayonier, and 
Crown-Zellerbach. They submit these sales in such large amounts, 
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like 500 allotments at 1 time, that there was only 1 bidder. That 
was Rayonier. 

There is no competition there. When the timber is sold the real 
beneficiary owner of the timber never gets the benefit of it. 

Many of these allottees are 65 and 70 years old. They are on a 
35-year cutting schedule. t 

Many of them will never realize anything out of it. 

When they are presented an opportunity to get.something out of 
this timber they will take anything that is presented to them, 

They were not provided with the facts on this contract and even 
if they were, it was an imposition. 

It would seem to me obvious that if the Government is going to 
be paid $800,000 for giving away the timber it would be much better 
to let the Indians handle their own affairs. 

I have some further statements to make with reference to the 
manner in which these sales were conducted. - 

Now, it is not that they could not do a good job because by com- 
parison the Bureau of Land Management and the National Forest 
Service, companion Federal agencies, who are in the same business, 
can get much better prices, and have. 

I believe that is already covered in. your committee report. I . 
do not want to go over it again. 

I think that this contract should be canceled and that the Fed- 
eral Government should be held liable for damages for breach of 
trust. 

Senator Nreusercer. What do you think as a lawyer of the legality 
of ths advance interest hates’ Do you think they are legal, or 
not 

Mr. McLxopv. No; I don’t think so. They are not. 

Senator Nreupercer. Do you know any precedent for these advance 
interest charges ? 

Mr. McLeop. I have never heard of any, nor have I been able to 
find such arrangement. 

Senator Nrupercer. How long have these been in effect to your 
knowledge? 

Mr. McLxop. Since 1953. I believe on one contract—— 

Senator Nevusercer. Mr. Coburn has mentioned to me a correction 
on it. 

_ Mr. Cosurn. I think it is 1955; is it not? I am talking about 
interest now. 

Senator Nrusercer. The interest charges on advance payments. 
When did those first commence ? 

Mr. McLezonp. I believe it was 1955; yes, 1955. 

Senator Nevpercer. What circumstances brought them about? 
What circumstances added them to this picture? 

Mr. McLexop. I have not been able to ascertain directly. How- 
ever, my impression is that the Secretary of the Interior voluntarily 
allowed the purchaser to make these charges. I believe it was action 
by the Secretary of the Interior. 

Senator Nrvsercer. Do you have anything further, Mr. McLeod? 

Mr. McLeop. I have a statement here which I have prepared con- 
cerning the formation of an agricultural cooperative for the marketing 
of Indian-owned timber and forestry products. Roughly, ‘that law 
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of the State of Washington, Revised Code, chapter 29.32, laws of 1921, 
allows for the formation of cooperatives for the purpose of marketing 
and for producing timber and forestry products. 

It is my belief that an independently hired management in behalf 
of the Indians, forming such an organization, could properly get the. 
best price for this timber. 

There is no doubt in my mind but what they could do better than 
paying someone $800,000 to give it away. I am serious about that 
statement. I think it is accurate and I-would like to challenge the 
Bureau or the purchaser, or anyone else, to tell me differently. 

If the Indians had a marketing and timber forestry products co-op 
with an independently hired professional management devoted to a 
sustained-yield forest practice, they could obtain the maximum price 
for their timber. 

This idea of having a sale which by its very nature restricts com- 
petition and destroys competition is one of the principal reasons why 
these Indians are getting practically nothing for their timber. 

There are a number of these Indians who are in their seventies and 
eighties. They have received a very small amount of money for timber 
and that is probably all they will ever get. 

I do not know how anyone could make a contract supposedly ‘for 
the benefit of award that could be any more severe than this one is. 
It is amazing how both parties to the contract forgot about the Indian. 

The Bureau has not consulted the Indian in the first place, and there 
is no safeguard for the Indian himself. 

If you will read that contract you will be amazed that there are prac- 
tically no provisions in it for the benefit of the Indians. It is com- 
pletely one way. 

I will not go into this statement that I have made with reference 
to—— 

Senator Nevusercer. Would you like to have it included in the 
record ? 

Mr. McLeop. Yes; I would. : ’ 

Senator Neusercer. Without objection, it will be included in the 
hearing record. 

(The statement referred to, and other documents submitted by Mr. 
McLeod, are as follows :) 


THE FORMATION OF AN AGRICULTURAL COOPERATIVE FOR THE MARKETING OF INDIAN 
OWNED TIMBER AND ForEStTRY Propucts — 


The organization of an agricultural cooperative association under the Washing- 
ton statutes (RCW ch. 24.32, Laws of 1921) will provide a means through which 
the Quinault Indians and other Indians in the State of Washington will be able to 
secure maximum return from their forest lands. The Washington Agricultural 
Cooperative Act, differing from many other cooperative acts, includes “forestry 
products” and it permits not only the care and selling of timber as such, but its 
harvesting and processing and other utilization. 

The general advantages of agricultural cooperatives are well known and 
proven by experience. The patronage dividends payable to those who market 
their products through such cooperatives are exempt from income taxes. The 
cooperative principle permits the member of the cooperative, in effect, to do his 
own marketing at cost and without the intermediate profit to others, payment of 
which reduces the net to the producer and in the long run increases the price 
. at which the consumer purchases. 

As applied to Indian timber holdings, the Washington Agricultural Cooperative 
Act would permit orderly marketing or sale and returns which would be higher 
than is probable where the owner makes an outright individual sale, or where 
there is a wholesale purchase of Indian timber by private corporations. The 
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bargaining power of a cooperative is obviously greater than that of individual 
owners. The sales can be made when the conditions warrant and the owners can 
thus secure the benefits of competition among prospective purchasers. Each 
owner would get return at the same rate as the other owners, though, of course, 
the amount of return to each owner would be in proportion to the amount of 
timber delivered to the cooperative. 

An. agricultural cooperative furnishes a long range plan for the Indian own- 
ers over and above the money return. The articles of such a cooperative should 
provide for the preferential hiring of Indians. This would give many qualified 
{ndians remunerative occupation as long as they were willing and able to work. 

Under the Washington act such cooperative could engage in: 

(1) Forestry, maintenance and preservation of timber resources ; creation 
of tree farms; sustained yield program. 

(2) Logging of the timber and the marketing of the logs. 

(3) Processing of the logs into lumber or other byproducts. 

The last named activity would require careful planning, but the fact that 
the cooperative could manufacture its products and then compete with other 
lumber manufacturers would increase its ability to dispose of its timber or 
logs (if it so desired) to a greater advantage to the Indian owners. Moreover, 
such a cooperative might enter into arrangements with other cooperatives to 
their mutual advantage. Cooperative manufacture of lumber such as plywood 
or veneer has been generally successful in the State of Washington, although the 
form of the organizations engaged in such enterprises is not that of a true 
cooperative and consequently they have not been able to secure the maximum 
return possible to members of a cooperative organized under the agricultural 
act who might engage in the same kind of activity. 

The Indians whose timber will be placed in an agricultural cooperative in the 
State of Washington would own and control the cooperative. As is the case of 
other cooperatives which have proved successful, it would be important, of 
course, to secure competent management. This could be done either through 
the employment of a skilled manager or of a management concern, through which 
a long range program could be worked out. Also an advisory committee might 
- be provided in the articles or bylaws of the cooperative. This committee might 
be composed of outstanding, independent, competent individuals who are familiar 
with the various problems confronting a cooperative engaged in the disposal 
of forest products, among them, perhaps, a forestry expert, a man familiar with 
the problems of finance, a man generally familiar with logging and manufacture 
of lumber, and one who understands the marketing of the product. 

Under the Washington Agricultural Cooperative Associations Act, Indians who 
have patents to timberlands which cannot be disposed of without the consent of 
the Secretary of Interior, are not eligible by virtue of their patents to become 
members of an agricultural cooperative. This is because in order to become a 
member of an agricultural cooperative, the owner of forest products must enter 
into a marketing contract, and this he cannot do until the Government permits 
him to sell his timber. Sinee the main reason for an agricultural cooperative 
is the return from timber now held subject to Government restraint on alienation, 
the only way that the program can be satisfactorily set up is to have the articles 
of incorporation, bylaws, marketing contract and all other plans for the starting 
of the cooperative worked out in advance of the legal creation of the coopera- 
tive. Such plans could then be presented to the Secretary of the Interior-or the 
proper agency, and if it was decided that the plan would be for the benefit of the 
Indians transfer could be made practically simultaneously with the actual for- 
mation of the cooperative. 


. JANUARY 21, 1957. 
Re Catherine Elfreda Herrold Troeh, Allotment No. 1865, Crane Creek Logging 
Unit, Contract 1-101-Ind. 1902 (132) With Rayonier, Ine. 
C. W. Ringe, Superintendent, F 
Western Washington Indian Agency, 
Everett, Wash. 
The PRESIDENT, RAYONTIER, INC., 
Skinner Building, Seattle, Wash. 

GENTLEMEN: Please be advised that this office represents Catherine Elfreda 
Herrold Troeh, allottee No. 1865 in connection with the subject contract and 
power of attorney. j 

You are hereby notified that the subject contract and power. of attorney are 
hereby canceled and revoked and that Rayonier, Inc., has no further rights under 
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said contract and that said power of attorney shall be null and void as of this date. 

You are further advised that Rayonier, Inc., shall have no further rights in or 
upon or to the premises covered or described in said contract or power of at- 
torney, and that all licenses and/or rights to enter upon said premises described 
below are hereby revoked. All equipment must be removed forthwith from said 
premists and all rights-of-way and easements are canceled on the following 
property: : 

"SEY, NE, Section 13, Tnshp. 23 N, Range 12 West, and NE%, SW%, 'Sec- 
_tion 18, Tnshp. 23 North, Range 11 W, W. M. containing 80 acres more or 
less on Quinaielt Indian Reservation, in Grays Harbor County, State of . 
Washington. 


Yours very truly, 
Matcoitm §. McLeop. 


Hon. Frep SEATON, 
Secretary of the Interior, 
Washington, D. C. 
Senator Henry JACKSON, 
Senate Office Building, 
Washington, D. C.: 


., Please be advised that the undersigned and other Quinault allottees have re- 
tained Attorneys Malcolm 8S. McLeod and Frederick Paul, Dexter Horton Build- 
ing, Seattle 4, Wash., to secure a fair and reasonable price for their timber on 
contract No. 1-101 Indian 1902 with Rayonier, Inc., and the contract with Aloha. 
Timber Co. You are requested to consult said attorneys in adjusting all prices 
appraisals and future prices under these timber contracts, or any prices for ap- 
praisal now under consideration. You are also requested to consult the Quinault 
Tribal Council, which council controls at least 1 percent of the area and timber 
covered under these contracts. The present prices and the interest payment 
required on the advance payment are considered unconscionable by the under- 

signed, 
Roland Charley, Catherine Herold Troeh, Mary Petit, Charlotte 
Herold Davis, Andrew Petit, John Hayden, Jr., Paul Petit, Cather- 
ine Charley, Betsy Trick, Frank Petit, Ida Petit, Myrtle Landry, 

Ann Koontz, Myrtle Colber. 

Mr. McLxop, If the Indians were allowed to provide their own pro- 
fessional management to harvest this timber on a sustained-yield 
ere I am certain they could obtain the maximum price for their 
tim . 

When they are put up in blocks of 500 allotments, 34,000 acres at a 
time, and restricted bi ding to 2 or 3 bidders, none of us here are so 
naive to think that there isn’t tacit agreement between big bidders, you 
take this sale, I will take the next sale. 

IT am not saying that ae in this case, but it could. 

Senator Nevsercer. Mr. McLeod, we have used up half of our time. 
We have people from out of town and we are not going to be able to 
help anybody unless we have a complete record. 

Mr. McLeop. I am from Seattle, myself. I appreciate the oppor- 
tunity to present my views to the committee. _ 

Senator Neusercer. Do you have any questions? 

Mr. Cosurn. Just one, I hope, Mr. Chairman. . 

I know the time factor is urgent. : 

Would you ever allow, as a legitimate cost of doing business, interest 
on money borrowed ¢ 

Mr. McLexop. No. | 

Mr. Cosurn. You would never allow it? © 

Mr. McLxop. If I were conducting a business and I had to borrow 
money in conjunction with the conduct of that business, it would be 
legitimate cost of doing business. 
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However, if I was purchasing property from someone, I, the pur- 
chaser, pay the interest, not the seller. In this case the Indians are - 
the sellers. They are paying the interest. That is a reversal of the 
usual business practice. 

We all have homes here. We have mortgages on these homes. We 
have purchase contracts.’ We the purchasers pay the interest, not 
the seller. 

It is an unheard of practice. 

Senator Neusercer. Thank you, Mr. McLeod. 

The next witness will be Mrs. Archie Slade. 

Will you give your full name? 


STATEMENT OF MRS. EVELINE DAISY BORG SLADE, TAHOLAH, 
QUINAULT INDIAN RESERVATION, WASH. 


_ Mrs. Stape. My name is Eveline Daisy Borg Slade. I am the wife 
of Archie Slade. I reside at the Village of Taholah, in Quinault 
Indian Reservation, Grays Harbor County, State of Washington. My 
tribal allotment number is 963. 

I formerly owned 80 acres of timberland described as the east half 
of the southeast quarter, section 10, township 23 north, range 11 west, 
in the State of Washington, which, with other timberlands, was 
offered for sale by the Bureau of Indian Affairs on March 12, 1952, 
under sealed bids to be submitted tothe superintendent, Western Wash- 
ington Indian Subagency, Hoquiam, Wash., on or before June 17, 

. 1952. 

_ Senator Neuspercer. Mrs. Slade, I do not know whether you heard 
me or not, but I said earlier that I would be glad to have these rather 
lengthy statements put in the record in full. 

his will be put in the record in full. and printed in the record, but 
I wondered if you could not give us a few of the highlights. 

Mrs. Stave. What I want, I just want to know how the Indian 
Bureau has treated us Indians down on the reservation. I sold my 
timber recently and I had to sell for just what Mr. John Libby said 
I had to sell it for. 

I sold it to Rayonier, Inc., and they have to do just what Mr. John 
Libby said because he said that is what we have to do. 

Senator Nevsercer. Mr. Libby is whom ? 

Mrs. Stave. He is the subagent down in Hoquiam, at the Forestry 
Department. 

1 was offered $92,000. You have it in that copy of the statement 
I have, all the things that I have written down here. 

Senator Neusercer. You feel that the price that was offered to you 
through Mr. Libby was not a fair price for the timber ? 

Mrs. Siape. No; because I was offered by Mr. John Taylor from 
Shelton, $92,000 and I only received $48,000. 

Mr. John Libby was the one at the Hoquiam Indian office. 

Senator NeuBEeRGER. You have a statement from Mr. Taylor, I see, 
included as exhibit A, which will be received. 

Mrs. Siapp. Yes. 

Senator Neupercer. This was sent to you on November 22, 1956, 
in which Mr. Taylor wrote to you and said that he would offer you 
$92,000 for your timber ? , 

Mrs. Stave. Yes. 
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‘Senator Neusercer. With reasonable length of time to remove it? 
- Mrs. Suave. Yes. 

Senator Neusercer. You were told by the Indian subagent that you 
had to sell it for $48,000, which is just a little more than half of what 
Mr. Taylor offered you ? 

'Mrs. Suape. Yes. ; 
an Nervusercer. Mr. Coburn, do you have some questions about 
that 

Mr. Copurn. You had signed a power of attorney ? 

Mrs. Stape. Yes; I did. atl 

Mr. Cosurn. Under what circumstances did you sign that power of 
attorney ? 

Mrs. Stave. My husband was out of work. 

Senator Neuspercer. When was that? 

Mrs. Stave. That is quite a while ago. Iam an elderly lady. We 
wanted our money now instead of waiting 34 or 35 years. 

The Indian Bureau down there, the Indian officials, had it fixed that 
way, so I figured if I could get my fee patented and get the money ‘and 
enjoy the money while I am living—— 

nator Neupercer. How old are you? 

Mrs. Stang. Sixty-five years old. 

Senator Neupercer. Your husband is how old? 

Mrs. Stave. He is 60. He has total disability. We have letters 
from two doctors. He can’t work. There is a little fishing. I do 
clambaking and some fishing and I smoke fish for my living. 

Mr. Cosurn. You spoke of a patent-in-fee ? 

‘Mrs. Suape. Yes. 

Mr. Cosurn. Have you received a patent-in-fee ? 

Mrs. Stave. Yes; I have. 

Mr. Cosurn. After you signed the power of attorney ¢ 

Mrs. Stave. Yes. 

Mr. Cosurn. Had any timber been cut? 

Mrs. Suave. No. 

Mr. Cosurn. Are you going to sell your timber ? 

Mrs. Suapz. I have already sold mine. 

Mr. Cosurn. For how much ? 

Mrs. Stave. It is right down there in the paper. 

Mr. Cosurn. Is that the $46,500 ? 

Mrs. Stave. Yes. 

Mr. Cosurn. Is that what you got? 

Mrs. Stave. No; I got $48,000. 

Mr. Cosurn. Under the contract of sale with what company ? 

Mrs. Stave. Rayonier, Inc. 


Mr. Cosurn. Thereafter,-did you get a patent-in-fee, after you re- 
ceived this ae ? 
Mrs. Stave. Well, I had two payments. One was close on to $8,000 


and the other was close to $5,000. 

Mr. Cosurn. Did you receive those payments before you got your 
patent-in-fee ? 

Mrs. Suave. Yes; it is all down in here, all that I have. 

Mr. Cosurn. But no timber has been cut ? 

Mrs. Stave. No. 

Mr. Cosvurn. Did you propose to sell that timber after you received 
your patent-in-fee ? 
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Mrs. Stave. I have sold it to Rayonier, Inc., already. 
Senator Neusercer. In other words, this has been done so far as 
ou are concerned; the title to your timber stumpage has passed to 
Ra ayonier, Inc. ? 
enator Nevsercer. You were offered $92,000 by Mr. Taylor? 

Mrs. Suave. Yes. 

Senator Neupercer. And you sold it to Rayonier for $48,000? 

Mrs. Snape. Yes. 

Senator Neupercer. You were told by Mr. Libby, the subagent at 
the Indian Affairs Bureau, that you had no choice, no alternative. 
No matter what you were offered ‘by someone else, you had to sell it 
to Rayonier ? 

Mrs. Stave. Yes, because I signed the powers of attorney. 

Mr. Copurn. This was all prior to the time you got your patent 
in fee? 

Senator Neusercer. I just want to say this, Mrs. Slade, your entire 
statement and the exhibit will appear in the record. If the facts 
are as you have stated them and we have to check 

Mrs. Stave. I have papers. Anytime anyone wants any papers 
from the Indian Bureau that I have received, they are welcome to 
them. 

Senator Neunercer. If the facts are as you have stated them, all I 
can say, as one member of the subcommittee and its Chairman, I cer- 

tainly am ashamed of the way that our Government has acted as 
custodian of your heritage as descendants of one of the original resi- 
dents of this ‘colony. I am very grieved about that and will do my 
best to correct the situation. 

Mrs. Suape. Yes, sir. 

(The statement of Mrs. Slade is as follows :) 


STATEMENT OF Mrs. EveLttne Darsy Bore SLApEe 


My name is Eveline Daisy Borg Slade. I am the wife of Archie Slade. I 
reside at the village of Taholah in Quinault Indian Reservation, Grays Harbor 
County, State of Washington. My tribal allotment number is 963. 

I formerly owned 80 acres of timberland described as the east half of the 
southeast quarter, section 10, township 23 north, range 11 west, in the State 
of Washington, which, with other timberlands, was offered for sale by the 
Bureau of Indian Affairs on March 12, 1952, under sealed bids to be submitted 
to the Superintendent, Western Washington Indian Subagency, Hoquiam, Wash., 
on or before June 17, 1952 

My land is located in the Crane Creek logging unit, and was densely grown 
with a good stand of cedar, hemlock, and white fir timber. As a result of the 
offer for sale by the Bureau of Indian Affairs, only one bid was submitted. This 
was by Rayonier, Inc., a large logging company incorporated in Delaware, with a 
branch at Hoquiam, Wash. : 

By the terms of the sale, bidders were required to bid on the timber on 35,216 
acres of land, of which my land was a part, the estimated stand of timber to be 
cut being approximately 614 million feet, board measure. 

Because of the size of the unit and amount of timber to be bid upon, only 
large concerns were able to bid or consider the purchase of such an amount of 
timber. Small operators were unable to bid, and by such circumstances were 
excluded from participation in the project. By the terms of the offer, bidders 
were required to submit a certified check on a solvent bank for $190,000, payable 
to the Treasurer of the United States, such deposit to constitute a payment on 
the purchase price of the timber if the bid should be accepted, and, if not, the 
deposit would be returned to the bidder. In the event of default by the bidder 
in performance, the deposit would be forfeited to the United States as liquidated 
damages. 

This same timber unit previously was sold on September 23, 1949, to Rayonier, 
Inc., the same bidder mentioned above. A deposit of $163,000 was made at that 
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time. Although two extensions for performance were granted ‘to Rayonier, Inc. 
by the Secretary of the Interior, the second one expiring on April 12, 1950, the 
company defaulted, and its deposit was forfeited. 

As a result of the sale, which I, of course, was powerless to prevent, my timber 
was disposed of at about one-half its actual value. 

My tract was appraised at $46,500, under the terms and conditions prescribed 
by the Bureau of Indian Affairs. I have an offer in writing from Eugene E. 
Taylor, of Shelton, Wash., a timber dealer, to purchase the timber on my tract 
for the sum of $92,000. A copy of that letter is attached hereto, marked 
“Exhibit A.” Mr. Taylor states in his written offer that, after looking at my 
timber and: studying the cruise thereof, he made his offer of $92,000. Others 
also have written me to the effect that they will pay more for my timber than 
the amount determined to be due to me under the contract with Rayonier, Inc. 

Although the sale to Rayonier, Inc., was made in 1952, I received only 2 pay- 
ments to apply on the purchase price prior to making application for a fee patent, 
one check dated August 14, 1952, in the amount of $8,294.49, and the second 
dated September 15, 1955, for $4,976.69, a total of $13,271.18. This amount repre- 
sents 90 percent of the price of the timber involved, as the Bureau of Indian 
Affairs retained 10 percent of the gross amount to cover expenses of administra- 
tion, etc. After getting my fee patent, the remainder of the purchase price was 
paid to me. 

In 1917 my timber was cruised and the fair market price then determined to 
be $36,864.40. As everyone knows, the market value of timber has increased at 
least 100 percent since 1917. 

It is my understanding that a so-called master contract was entered into 
between Rayonier, Inc., and the Bureau of Indian Affairs. Individual timber 
owners have been denied the privilege of examining that master contract. My 
sister, who owns the tract of timber adjoining mine, endeavored a number of 
times to examine the master contract, but personnel of the Bureau denied her 
that right. 

The Bureau of Indian Affairs determines the conditions under which our 
timber is sold and the manner of payment., We are powerless.to make our own 
arrangements. When I desired to have my timber cruised, I went to Mr. John 
Libby, a forester for the Hoquiam substation of Western Washington Indian 
Agency. He gave me the name of William A. Hastman, Jr., and another timber 
cruiser, whose name I cannot remember. Mr. Libby told me these cruisers were 
the only ones whose estimates would be accepted by the Bureau. 

I was advised by the Superintendent ofthe Western Washington Indian 
Agency, Mr. C. W. Ringey, by letter dated December 16, 1955, that further action 
on my request for a fee patent, which I filed on August 30, 1955, was being held 
up until the forestry staff could cruise the timber and estimate the value of the 
land and timber. He suggested that I talk to Mr. Libby, which I did, with the 


fesult indicated above. 


* As suggested by Mr. Libby, I engaged Mr. Eastman to cruise my tract and. to 
estimate its value. I paid him $250 therefor. Mr. Eastman made the cruise to 
“meet the specifications of the Indian Service as set forth by Mr. John Libby, 
forester, Western Washington Agency.” Mr. Eastman submitted an estimate 
of the fair market value of my tract as being $46,500. Other persons have 
stated that the fair market value of my land and timber is at least $90,000. 

Under all the circumstances, I am of the opinion that the Bureau of Indian 
Affairs has not properly protected my interests and the interests of other Indians 
owning timberlands in the same unit. If permitted to do so, I would have procured 
other cruises and estimates for submission to the Bureau of Indian Affairs. 

On October 24, 1956, I was advised by Mr. M. L. Schwartz, Acting Superin- 
tendent of the Western Washington Agency, as follows: 

“We should like to point out that an appraisal is merely an estimate of value. 

Many allotments have been sold for a very great deal more than the appraisal 
price. You should take all possible precautions against making a sale too 
hastily and without carefully exploring the market by contacting all prospective 
buyers possible.” 
' My sister, whose timber was sold under the same bid as mine, attempted 
to have her tract released from the contract with Rayonier, Inc. She wrote to 
Rayonier, Inc., and by letter from that concern dated October 25, 1955, was 
advised that: 

“Mr. Libby discussed with me some time ago the position that Rayonier. 
would take in connection with th econtract on your allotment should Indian 
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Service grant you a fee patent to your property. We advised him that we would 
do everything we could to aid them in arriving at a solution on this matter but 
we could not consider releasing your allotment from the Crane Creek contract.” 
[Italics added. ] 

She was advised also by the Superintendent of the Western Washington 
Agency by letter of February 27, 1956, in answer to an inquiry by her relating 
to her application for a fee patent ‘that : 

“The patent will be issued subject to the provisions of the timber contract now 
in effect.” 

The “timber contract” referred to is the one with Rayonier, Inc. 

Previously, in a letter dated November 4, 1955, from the Portland area office, 
Bureau of Indian Affairs, my sister was advised that: 

“At the present time there is a contract in effect with Rayonier, Inc., for cut- 
: ting of timber on the allotment. If a fee patent is issued it will, in accordance 
with law, be subject to the existing contract. Any different arrangements, either 
previous ‘to or subsequent to fee patenting, will require a contract modification, 
mutually agreeable between you, Rayonier, Inc., and the Bureau of Indian Affairs, 
which is charged with administration of the contract. ” 

In his appraisal report, Mr. Eastman stated that: 

“Due to the timber cutting contract now in force, the land on which the 
timber is growing would not be available for resale until the termination date 
of April 1,1982. * * * 

Accordingly, the information given to me in the letter from the acting super- 
intendent of the Western Washington Agency to the effect that I could make my 
own arrangements with respect to sale at a higher price than the estimate given 
is contradicted by the other written communications from which I have quoted 
above. It seems, therefore, that the Bureau of Indian Affairs has not only been 
negligent in failing to protect our interests, but efforts have been made to mis- 
lead and deceive us with respect to our rights. My case is the same as those 
of other Indians who owned timber in the same logging unit. 

We all feel that the Bureau of Indian Affairs has been most unfair to us and 
that our rights and interests have been sacrificed needlessly in order that the 
contract with Rayonier, Inc., might be made. It is our view that sale of the 
entire tract of timber mentioned above at one time to a single purchaser was 
unnecessary and inadvisable. Local timber buyers and smaller operators, by 
the terms and conditions of the sale, were denied participation in the project, 
to our great loss and detriment. 

The prices per thousand feet, board measure, of the timber on the tract of 
land owned by me, which were used in the cruise and estimate I have already 
metioned and which were approved by the Bureau of Indian Affairs, were as 
follows: 


The Forest Service has made sales during 1956 and 1957 of timber in Grays 
Harbor County, Wash., where my lands are located, as follows: 
During July 1956: 
Per M. b, m. 


Hemiock 
White fir 


At a sale on January 7, 1957, cedar brought $24.55 per thousand board 
measure. 

On February 21, 1957, hemlock was sold for $22.25, and on February 11, 1957, 
the following prices were realized: 


I understand that comparable prices were realized at about the same time 
as the contract with Rayonier, Inc., was entered into. Therefore, I should have 
received nearly double the amount approved by the Bureau of Indian Affairs 
and later paid to me. 

The prices I have set forth above were obtained from the Forest Service, and 
can be verified readily, if that is necessary. 
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. May I express the hope that this hearing and proceedings resulting therefrom 
will bring to me and all the other Indians whose cases are the same as mine 
what rightfully belongs to us in the way of monetary returns for our timber- 
lands. 

Respectfully submitted. E 
EXVELINE Daisy Borg SLabeE. ; 


ExuHisit A 


SHELTON, WaASsH., November 22, 1956. 
Dear Mrs. SiaApe: After talking to you about your timber and looking at it 
and studying the cruise, I will give you $92,000 for your timber, with a reasonable 
length of time to remove it. 
Yours truly, 
(Signed) Evucene BEB. Tayror. 


Aprit 15, 1957. 


ee ee 


Hon. RicHarp L. NEUBERGER, 
United States Senate. 


Dear SENATOR NEUBERGER: I would appreciate your including these six papers 
in the record with my testimony. 
The April 5, 1956, letter show that I had to pay for the cruise of my timber, and 
the appraisal report shows that the timber was Valued at the going contract rate. 
Since these are my only copies, will you return them to me as soon as possible. 
Sincerely, . 
DAIsy SLADE. 


DEPARTMENT OF THE INTERIOR 
BUREAU OF INDIAN AFFAIRS 


FreLtp SERVICE, 
WESTERN WASHINGTON AGENCY, 
Everett, Wash., December 16, 1955. 
Mrs. E. B. SLane, 
Taholah, Wash. 


Deak Mrs. Stave: Further action on your request for a patent on your land 
is being held up until] our forestry staff is able to cruise the timber and to make 
a careful estimate of the value of the land and timber. 

We suggest that you talk to Mr. Libby in our Hoquiam office, who may be able 
to advise you about this matter. 

Very truly yours, 
C. W. Rrncey, Superintendent. 


{Handwritten note:] Mr. Libby: Mail this back to Daisy, Jo. 


DEPARTMENT OF THE INTERIOR 
BurREAvU OF INDIAN AFFAIRS 


Fretp Servicer, 
WESTERN WASHINGTON AGENCY, 
Everett, Wash., February 27, 1956. 
Mrs. Marie J. ScarnoroveH, 
Tacoma, Wash. : 

DeaR Mrs. ScarsoroucH: We have been requested by our Portland office to 
notify you that the request for issuance of fee patent on your allotment is being 
expedited by the Washington office. The patent will be issued subject to the 
provisions of the timber contract now in effect. ‘ 

Sincerely yours, 


C. W. Rinoey, Superintendent. 
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WILLIAM A. EASTMAN, JR., 
CONSULTING FORESTER, 
Seattle, Wash., April 5, 1956. 
EveLYN Bore SLApe, 
Taholah, Wash. 


Receipt is hereby acknowledged of your deposit in the amount of $50 as down- 
payment for a timber estimate and appraisal of your Indian Allotment No. 963 
within the boundaries of the Quinault Indian Reservation, Grays Harbor County, 
Wash. 

For this advance payment of $50 and final payment of $200 or a total of - 
$250, I hereby agree to make a personal examination and appraisal of your 
allotment. 

A condition of this agreement is that this appraisal will be made in accord- 
ance with the requirements of and acceptable to officials of the United States 
Indian service. 

My appraisal report will meet the specifications of the Indian service as set 
forth by Mr. John Libby, forester, Western Washington Agency, Hoquiam 
Substation, Hoquiam, Wash. 

It is understood that I will be paid the balance of $200 upon your receipt 
of my completed timber estimate and appraisal report. 

Please sign the enclosed letter of acknowledgement which will serve as your 
acceptance of this agreement for me to cruise and appraise your allotment, and 
return to me at the above address. 

WrrtrAmM A. EASTMAN, Jr. 


APPRAISAL REPORT 

Area: Portland. 

Agency: Western Washington. 

Property of: Eveline Daisy Borg mada—detiduns allotment No. 963. 

Address: Post office box 1072, Taholah, Wash. 

Purpose of appraisal: To determine fair market value of fee title subject to. the 
terms and conditions of the existing timber removal contract. 

Legal description: E44 SE, section 10. 

State: Washington ; county: Grays Harbor; range: 11 west; township: 23 north 
WB &M. 

No. acres: 80.00 acres M/L. 

Type and character: 80.00 acres forest land. 

Appraised valuation as of June 20, 1956 

Fair market value, $46,500.00. 


I certify that I have carefully examined the above-described premises and the 
amount indicated represents my best unbiased judgment as to the present market 
value of the fee simple title thereto, except as otherwise indicated. I do further 
certify that I have no present or intended future interest therein. 


Wm. A. EASTMAN, Jr., Appraiser. 


June 20, 1956 


Inspection of property 

A systematic, detailed inspection of the subject property was made by William 
A, Eastman, Jr., during the week of June 4-9, 1956. One phase of this inspection 
included a careful estimate to determine net volume of all merchantable standing, 
dead, and down timber on the tract. 


Location—neighborhood analysis 


This 80-acre tract of forest land is located approximately 40 miles north and 
6 miles west of Hoquiam, Wash. It is situated in the headwaters of Cedar Creek, 
a fork of Raft River, 9 miles west of Lake Quinault. .The district surrounding 
this tract is either forested, undergoing timber harvest or growing new forest 
crops. 
Adaptability—character and topography 

Roads of the Rayonier, Inc., logging company extend along the west boundary 
of this tract and lead 1 mile south to connect with United States Highway 
No. 101 at a point which is 56 miles by highway from Hoquiam, Wash. 

The tract slopes downward from a narrow ridge at its northeastern corner, 
follows rather steep terrain crossed by several small canyons carrying headwater 
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ereeks of Cedar Creek, and terminates.on lesser slopes at the southwest corner. 
Elevations range between 750 and 1,400 feet above sea level and average 1,100 
feet. Slopes vary between 10 and 80 percent and average 40 percent. 

The topography is rolling, steep, serrated foothill land with numerous small. 
creeks and minor ridges between. 


Detail description of land: Timber estimate summary 


Grade percent Average 


Net vol- tree, 32-foot Average 
Timber species ume. diameter logs per log net 
M. b. m. at breast tree volume 
height 
Inches Board feet 
i ee OE Ni ee ae 1, 197 52 3 760 
IIE sins wprntate opin b buted = «_yiro~G | 2, 665 28 244 400 
TEE teichvus nce tbmisinkons Rites op 745 36 640 
PI sis scabs tepiadigil cinsosnscceied OE Fo ocig Bi cnec once obibiate dense hiscntdas beh adhe set 





Basis of timber estimate.—The foregoing timber estimate is based on a 
systematic cruise by William A. Eastman, Jr., in which 20 percent of all trees 
on this tract were actually measured by diameter, height and merchantable 
contents. Sampling was by the strip system of 4-66 foot wide strips run north 
and south through the tract. Trees were tallied according to diameter in 
2-inch classes and height in 32-foot logs to a merchantable top. Deductions have 
been made in the above net volumes to allow for defect and breakage. 

Timber description.—The timber on this tract consists of 26 percent cedar, 58 
percent hemlock, and 16 percent white fir, all of medium to good quality. Hem- 
lock and white fir range from 12 to 66 inches diameter breast height, are fairly 
tall, straight and clean and will produce good quality logs with little defect. 
Cedar is generally large; ranging from 12 to 90 inches diameter breast height ; 
is very sound when less than 48 inches diameter breast height and of good - 
quality. Will yield some good quality, fine-grained logs suitable for lumber 
manufacture in the upper grades. 

Logging conditions.—Good to steep, uniform ground without rock outcrops. 
Hi-lead logging uphill combined with limited areas of tractor yarding of logs 
recommended. Spur roads and landings can be built so as to cut and remove 
all the timber on this tract. Existing main roads offer best access to United States . 

Highway 101 and Hoquiam log markets. 


Detailed description of teitbeatitthues 
No improvements. 


Market data comparisons and analysis 

The subject property is located within the confines of the Crane Creek logging 
unit of the Quinault Indian Reservation. As part of the Crane Creek unit the 
timber on this parcel is under contract to be cut by Rayonier, Inc., of Hoquiam, 
Wash., before the expiration date of April 1, 1982. The current stumpage price, 
subject to reappraisal on July 1, 1956, have been set by the United States 
Indian Service. The appraised value of the subject timber is ascertained by us- 
ing these rates as follows: 


USIS appraised contract stumpage prices, subject to reappraisal, July 1, 1956. 


Timber species : Per M. B. M 
Be RB CS VETS EDS Se BESTE de 3 Oe Se A STL ee OR ey $14. 32 
Es Oni SO ee eo Sl 8. 34 
pe mee ee ee ORS esis Soi et Jp 8. 50 


Due to the timber cutting contract now in force, the land on which the timber 
is growing would not be available for resale until the termination date of April 
1, 1982. Assuming a land value in 1982 at least equal to the land value at the 
time of this appraisal, such value discounted to June 20, 1956, would yield a 
negative land value. For the purposes of this appraisal the fair market dis- 
counted value of the land is appraised at $10 per acre. Factors such as time 
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of cutting, uninsurable risks from fire, insects and disease, erosion, etc., all 
have a bearing on the value of this land. All these factors have: been given 
weight in appraising the present-day value at $10 per acre or a total of $800. 


Capitalization of income analysis: Timber appraisal summary 





| 
} | Contract stumpage price ! 
Timber species ~— ~— 

M b. m. 


|PerMb.m.; Total 


\-—— — 


4.82| $17,141.04 
eee tias 8, 34 22, 226. 10 
We 8.50 __ 6,882. 50 
eo eas aad ee . 607 | onan] 45, 000. 64 


$1 


1 Stumpage prices subject to revision by U. 8. Indian Service effective July 1, 1956. 


Summary of land values 


Segregated by use, soil, topography, other 





80.00 acres forest land, good quality. ._.........._....-.- 
ES ates acme ce honsied ; Pidus 
Timber, 4,607 MBM cedar, hemlock, white fir... - --- 


Growing crops skbdondedt 
Severance damage.-___....__-- 


Subtotal__.....___- 


Total adjusted valuation 


Summary of improvement values * 


Cc. L. D. value: 
Contribution value: 
Total: 
Assessed value 
Year: 
Acres: 
Land: 
Improvements: 
Other : 
Total: 
Remarks on assessed value (rate per $100.00, etc.) : Not on assessment rolls. 


Correlation of methods—summary conclusions 


This is a fine stand of timber of medium quality for the area growing on 
rather steep good quality, well-drained soil. The timber is accessible to existing 
roads with a rather low additional cost of development. 

The prices for stumpage by species is fixed by present contracts in force with 
Rayonier, Inc. These prices were used in this appraisal. 

The present worth of the land was ascertained by giving consideration to all 
factors which affect the future worth*diseonnted to the present day market. A 
land value of $10 per acre is considered to be a measure of fair market value 
for the subject property. 


1 Indicate value used—cost less depreciatien or contribution. 
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ROPERTY OF: ° EVELIWE DAISY BORG SLADE QUINAULT ALLOTMENT NO, 963 








Sect n 10) Township23 Ne Range 11 West 





TRACT MAP 


LEGEND 





Crop Land 

Grazing 

Pasture 

Irrigated 

Woodlands 

Other 

Cedar, Hemlock, White 


fir. 12" to 90° DBH 
Fair Quality 


© © 900000 


Hemlock 12" to 50" 
Good quality 


UNITED STATES DEPARTMENT OF THE INTERIOR, BUREAU OF INDIAN AFFAIRS 


WESTERN WASHINGTON AGENCY, 
: Everett, Wash., October 24, 1956. 
Mrs. EvELINE Daisy Bore SLADE, 
Taholah, Wash.: 


Fee Patent Number 1165314, dated 10/9/56, has been issued to you for your 
Quinault Allotment Number 963, described as: B144SE%4, Sec. 10, T. 23 N., R. 11 
W., Willamette Meridian, Washington, containing 80 acres more or less, and is 
now ready for delivery to you. 

It will be sent to you by certified mail promptly when you have signed and 
returned both copies of the enclosed receipt. If you prefer to return the re- 
ceipts to this office in person you may receive your patent at that time 

This land is subject to taxation from the date of the issuance of the patent. 
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The appraisal report on this allotment disclosed values.as shown below: 
















Volume | Price per M Value 

















NTE N eee een et ionamin’ Beira BA oe $14.32 | $17, 141.04 
2 665 8. 34 22) 226. 10 
Blig./ Sasa). Jo 1 UIILL- Judildsocet Son. 1d Ladd ! 8. 50 6, 332. 50 


800. 00 











1 Acres, 



































We should like to point out that an appraisal is merely an estimate of value. 
Many allotments have been sold for a very great deal more than the appraisal 
price. You. should take all possible precautions against making a sale too hastily 


and wihout carefully exploring the market by contacting ‘all prospective buyers 
possible. ? 


Very truly yours, 
M. L. ScHwArtz, 
Acting Superintendent. 
Senator Neupercer. Is there anybody else here who is from the 
State of Washington, or from out of town, who feels it imperative he 
should testify at this time so that his material and views are received 
prior to the time we recess at noon today ? 
Mr. Marton. Mr. Chairman, may I inquire whether we will be given 
an opportunity after lunch? We don’t have to get away before lunch. 
Senator Nrusercer. No; we cannot be in session this afternoon be- 
cause the Senate will be in session this afternoon. You are the next 
scheduled witness anyhow. You are Mr. Marion ? 
Mr. Marton. Yes. 
_ Senator Nrevsercrr. Will you and Mr. Forrest come up here now, 
then ¢ 
I am going to impose on you gentlemen the same rules as I have on 
others. Your statements will be received and appear in full in the 
record, I am going to ask you to paraphrase them and make any com- 
ments that may be appropriate. 


STATEMENTS OF LUCIEN MARION AND LEONARD FORREST, OF 
RAYONIER, INC. 


Mr. Marton. I am Lucien F. Marion of Seattle; I am an attorney 
for Rayonier, Inc. 

Mr. Forrest. I am Leonard Forrest, assistant manager for Rayonier, 
Inc., Northwest timber division. 

Mr.-Marion. Mr. Chairman, may I suggest that because of the cu- 
mulative time given to others to discuss the Rayonier contract, that we 
be allowed to impose on your schedule somewhat because in fairness 
we cannot present to you nor to those interssted parties present a 
picture of this situation without adequate time. 

Senator Nevsercer. I will just say I am not apportioning time that 
way. I want to have time for the Indian Affairs Bureau. I do not 
imagine that their testimony will necessarily be hostile to Rayonier. 
They have to have an opportunity to present their views. I will enter 
your statement in the record here. 
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(The statement is as follows:) 


STATEMENT OF L. J. Forrest, or RAYONIER, INC. 


I am L. J. Forrest, of Hoquiam, Wash., assistant manager of the northwest 
timber division of Rayonier, Inc. Rayonier, Inc., is party to the timber cutting 
contract covering the Crane Creek unit in the Quinault Indian Reservation. 

We have studied the report submitted to the Senate Committee on Interior 
and Insular Affairs by its Subcommittee on the Legislative Oversight Function 
following hearings which were held in the Pacifiic Northwest late in 1955 and 
in Washington in February 1956. We have also experienced the actions taken 
by the Bureau of Indian Affairs on two oceasions when it tried to change the 
basis. of prices which we pay for stumpage under the Crane Creek contract; 
and we have studied such of the reports as were available to us upon which 
Bureau of Indian Affairs office proposed to change the pricing formula. 

Both the Indian Affairs Office and the authors of the subcommittee report have 
proceeded from one erroneous premise to another, have distorted the facts, have 
dealt in misleading generalities, have failed to give any or due consideration to 
many important factors, and have published conclusions which would lead one 
to believe that Rayonier has been “getting away with something” or has been 
receiving unduly favorable treatment. The facts are to the contrary.- It is 
Rayonier who has been imposed upon. It is the other parties to the contract 
who have violated the intent and spirit of the agreement and who, but for our 
vigilance, would materially and grossly depart from its provisions. 

Let me remind this committee of several basic facts. ; 

1. The plan under which the Crane Creek unit was sold and the contract 
terms were initiated and devised by the Indians and the Bureau of Indian 
Affairs. Rayonier had no part either in conceiving the plan or in drafting the 
contract. 

2. The Crane Creek unit was first advertised for sale in June 1949, to be sold 
under the form of contract already prepared and on file in the Indian Service 
Office. At the public auction held, Rayonier was the only bidder and then 
deposited $163,000 as required. Rayonier did not enter into the contract pur- 
suant to that bid but instead forfeited its deposit. We were gravely concerned 
over the terms of the contract, the risks involved in committing ourselves to 
eut and pay for timber of the character which is within the Crane Creek unit, 
and the lack of clear-cut pricing formulas upon which we could rely and which 
could be enforced by us. 

3. The Crane Creek unit was again offered at public sale on June 17, 1952, 
and again Rayonier was the only bidder. This time the contract was formally 
signed and approved by Secretary of the Interior Chapman on June 30, 1952. 
The contract was also signed by the officers of the Quinault Tribal Council. 
‘The owners of 460 allotments which are subject to our contract also gave powers 
of attorney to the superintendent of their agency to enter into individual sup- 
plemental contracts with Rayonier to bring their allotments under the major 
contract. , ; 

It is obvious from the foregoimg that the contract was no bargain, and that 
the owners of the timber and the Government agencies involved were willing 
an anxious to sell the timber at the prices at which it was offered. Rayonier, 
as a bona fide purchaser, should in fairness and by every moral and ethical 
standard be entitled to rely upon a fair administration and observance of the 
contract throughout the life of the contract. Our experience to date raises 
serious doubts that we can expect to receive such treatment. 

The prices at which the timber was offered for sale were computed by the 
Indian Affairs Office under the conversion return theory. Under that theory one 
starts with the market price of logs in the water, rafted and ready for towing, 
and deducts from the log price all costs properly chargeable to the logging of 
the timber and bringing it to towable waters, plus a reasonable allowance for 
profit and risk. The balance remaining is regarded, under the theory, as the 
value of the tree on the stump. While we have never seen the calculations by 
which the Indian service computed the initial stumpage rates, we were informed, 
and I am sure the Indian service will confirm, that the initial contract rates 
were computed in that manner. Having arrived at those rates, the ratios to 
then current log market prices were computed and those were the ratios of 
stumpage to log prices which appear in the contract. However—and this is 
very important—it is a fact that stumpage values computed under the conversion 
return theory are not necessarily the true market values. This is because of 
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variables within the factors employed in the formula (as, for example, estimates 
of logging costs) and because of countless other factors, which might also influ- 
ence the prices for which different parties may be willing to buy or for which 
sellers may be willing to sell. The conversion return method is simply one of 
many calculations to be employed in testing appraisals. It is commonly employed 
to establish minimum or upset prices at which timber is offered at public sales. 

Under the contract, as log prices go up and down, stumpage prices which we 
pay also go up and down so that stumpage always bears the same relation to 
log prices as they did at the commencement of the contract. It was on that 
basis and the natural assumption that the formula would be fairly adhered to, 
that we entered into the contract and in reliance upon which we committed our- 
selves to make advance payments of more than $3 million to build roads costing 
millions of dollars, to take the poor timber with the good, and to log and pay 
current prices in good times and bad. And in further reliance on this contraet 
we have projected our company’s operating plans for years to come. 

The contract states that the proper Government officer may change the ratios 
of stumpage to log prices if the “character of the operation,” or “changes in 
market conditions,” “or other factors” have altered the situation to such an 
extent that in his opinion a change in the existing ratios between stumpage 
rates and log prices is warranted. 

In 1949 after we had entered our bid at the first sale and made our deposit, 
we endeavored to get a clarification of these pricing provisions and a statement 
of the circumstances under which the Commissioner of Indian Affairs would 
consider a change in ratios to be justified. We were assured in clear and uncer- 
tain terms that only changes of an extreme and unforeseeable nature would lead 
the Indian Affairs Office to invoke these provisions and change the ratios of 
stumpage to log prices. Even though we did not then conclude the contract, we 
relied upon those assurances when signing in 1952, as nothing was ever said or 
done by the Indian Office to indicate any different interpretation of that 
language. 

Recommendation No. 4 of the Subcommittee on the Legislative Oversight 
Function, set forth on page 16 of the report, makes two suggestions applicable 
to Rayonier’s Crane Creek contract. It recommends that prices under that 
contract “should closely approximate the prices currently being received for 
comparable timber sold competitively.” It also recommends that the Secretary 
of the Interior “take the steps necessary to rescind the allowance for interest 
made in the price revision of October 1, 1955, * * * »nd to inerease the price 
of Indian timber commensurately.” We take strong issue with those statements 
and recommendations for two basic reasons: First, the recommendation that 
‘contract prices should closely approximate the price currently being received 
for comparable timber sold competitively is contrary to the terms of the contract 
and is inequitable and unrealistic. Second, no allowance for interest as such is 
directly involved in the contract price nor are the Indians being charged interest. 
-. With due respect, I wish to point out that any suggestion that the price 
to be paid under the Crane Creek Contract involving over half a billion feet of 
timber to be harvested over a 30-year period and subject to numerous contract 
restrictions and burdens should not and cannot, in fairness or with legal 
propriety, be controlled by prices paid for small sales which permit immediate 
harvesting free from contract restrictions and burdens. 

Also with due respect, I must point out that the whole subject of interest on 
advance payments made by Rayonier has been mishandled, both by the authors 
of the committee report and by the Bureau of Indian Affairs: I aw it stems 
from some basic misunderstandings. 

In order to judge these questions properly, it would be helpful to you if we first 
recount certain fundamental facts and principles. 

1. This matter involves a contract between the Indian Service on the one 
hand and Rayonier on the other. It was entered into willingly and lawfully 
by both parties, for good consideration and in good faith. All steps taken and 
all instruments executed were in accordance with applicable statutes and regula- 
tions. It is a valid and binding contract. 

2. The parties agreed that the prices to be paid for the timber were to be 
calculated under the formula stated in the contract, which formula is not to be 
departed from except under the conditions and in the manner stated in the 
contract. 


3. As in any other contract it may not be modified except by agreement of 
both parties to it. 


98277-—57——7 
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4, How the selling party arrived at the pricing basis for which it was willing 
to sell was for it to determine. I do not know what its calculations were nor 
what various factors it took into account nor how much weight it gave to the 
several factors. In any event, it announced the prices and the pricing formula. 

5. How the purchasing party, Rayonier, arrived at the prices it was willing 
to pay was for Rayonier to determine. There were many, many factors to be 
considered and weighed. In any event, Rayonier decided to contract for the 
purchase of the timber upon the announced terms. 

6. It is a certainty that the factors considered by the seller and the factors 
considered by the purchaser were not identical, for their reupective purposes in 
making the contract were exactly opposite. 

7. I believe everyone will agree that the use of torrowed money properly 
should cost the user something for using it. That is interest paid and is an 
item of cost for all business purposes. I believe everyone will also agree that 
prudently all money held in a business should be put to use to produce income. 
If it is not productive then potential income is lost. 

8. In its studies and deliberations concerning the advisability of entering 
into the Crane Creek contract and committing itself to pay the prices required 
‘by the contract, Rayonier took into account the required advance payments 
totaling over $3 million. To make those payments Rayonier would have to 
borrow money and pay interest on it. When paid, the money would not be 
producing income for Rayonier. After signing the contract, Rayonier did borrow 
the money and is paying interest on it. That money is not producing income 
for Rayonier. Clearly, the money used for advance payments is costing Rayonier 
a substantial amount, and that cost is attributable to the Crane Creek contract. 

9. It follows that if Rayonier did not have this factor of interest cost to it, 
or if the money were producing income, Rayonier ‘might have been willing, if 
necessary, to bid a correspondingly higher price for the stumpage. But that 
cost factor did exist and will continue to exist. Conversely, I believe that were 
this cost factor materially greater, Rayonier would not have agreed to the 
contract upon these terms. 

10. Under the provisions of the contract the agreed stumpage prices vary 
in relation to changes in the weighted average prices of logs in the Puget Sound, 
Grays Harbor, and Columbia River markets as reported by the Pacific Northwest 
Loggers Association. The ratios of stumpage to log prices may be changed only 
if either (@) the character of Rayonier’s operation, or (b) changes in market 
conditions, or (c) other factors—that is, any one or more of those three items— 
have altered the situation to such an extent that, in the opinion of the officer 
approving the contract, a change in the existing ratios is warranted. Not by 
words of the contract but by law, I am advised, the approving officer may not 
abuse the discretionary powers thus vested in him, but he must act in good faith. 

11. The contract does not provide for or contemplate or permit the change of 
stumpage prices or ratios by application of the conversion return method of 
appraisal, Let me point out again that the conversion return method of ap- 
praisal does not necessarily reflect actual market value. Furthermore—and this 
is extremely important—the intent and purpose of the contract provisions, and 
a factor upon which Rayonier is entitled to rely, is that any change in contract 
prices, other than those which follow from changes in log prices, is warranted 
only by significant and unforeseen changes in certain conditions and circum- 
stances from those conditions and circumstances prevailing at the time the 
existing ratios were established. And equally important is the fact that if and 
when such changes in conditions do occur, the adjustment should be to establish 
a fair contract price to be paid for this timber under the requirements and 
limitations of this contract. The adjustment should not be to reach a price 
which a small tract of timber might sell for, free from the contract restrictions 
and burdens. : 

12. A factor of major importance about which there is no room for argument, 
and a factor which was apparently ignored by the authors of the subcommittee 
report, is the price differential between a small, or retail, timber sale and a large, 
or wholesale, timber sale under contract limitations. This factor is of primary 
iniportance in determining whether the prices to be paid by Rayonier under 
the Crane Creek contract should or should not closely approximate the prices 
currently being received for comparable tiniber sold competitively as recom- 
mended by the subcommittee report. For the benefit particularly of those mem- 
bers of this subcommittee who are not well versed in problems of the timber 
industries, I wish to repeat the explanation which I gave at prior committee 
hearings. 





TIMBER SALES—QUINAIELT INDIAN. RESERVATION 91 


Relatively small sales are sometimes called “retail sales.” The purchaser 
would have a stand of timber which he could cut and realize upon immediately. 
He would have little risk of loss either through depreciation, fire, wind, or 
other causes so he is pretty sure to come out whole in his investment because 
he can reasonably foresee the market in the immediate future and there is little 
likelihood of extreme downswing in value before he markets the timber. His 
investment in that timber is comparatively small and since he can convert it 
into an end product quickly his money will not be tied up for long. In a small or 
retail sale there will be more prospective purchasers because the risks are less 
and the money turnover is quick. Competition at the sale would be keener. 

Because of the foregoing factors one could reasonably expect to obtain a 
price for that timber substantially higher than for a much larger or wholesale 
stand of timber where many of those factors would not exist. 

A much larger stand of timber usually will not bring as high a price, espe- 
cially if the purchase contract imposes restrictions on the manner and time in 
which the purchaser is required to harvest the timber. A large investment must 
be made by the purchaser. Additional sums must be invested in road construc- 
tion. He has substantial amounts tied up which are not producing income. He 
has the risk of loss from various causes. Under Rayonier’s contract for the 
Crane Creek unit Rayonier is required to cut a minimum quantity of timber 
each year and is restricted in the maximum quantity it may cut. We are not 
free to break up the timber into small quantities which we can sell to others 
nor to cut where or at the rate we might choose so as to realize upon favorable 
opportunities which might be presented or to minimize our risks. Any pur- 
chaser under such a contract would be cautious in the amount he agrees to pay 
for a large tract because he knows that prices of timber, logs, and end products 
will fluctuate over a period of years and it would be imprudent to pay stumpage 
prices which might result in excessive cost and substantial loss in future years. 
That is sound and conservative business practice. 

Let me point out that one stand of hemlock is not just like any other stand 
of hemlock, and that simply because somewhere someone paid $10 or $20 or $30 
per thousand for hemlock, it does not follow that all other hemlock should seil 
for the same price. In addition to the factors noted above which produce one 
price for a small retail sale and another, lower price for a large wholesale sale 
under contract limitations, other factors materially affect the selling price. 
Quality of stand, accessibility, length of haul, and logability make substantial 
differences. There can be material differences in type and quality of stands 
within relatively short distances. At the prior hearings reference was made to 
a recent sale of hemlock in the Grays Harbor area at a price of $31. For the 
information of this committee, that was a State sale of about 4 million feet of 
timber of which over 3 million feet is high-grade hemlock. It is located right 
alongside the main highway and is about 10 miles from Aberdeen where the 
purchaser’s mill was located. Furthermore, the bid there was in fact a frantic - 
bid by a company having practically no other timber to cut. That is quite a 
different sale and quite a different stand than the one covered by the Crane 
Creek contract. : 

Significant facts not generally known and which make the Crane Creek sale 
different from many others is the type and quality of the two major species, 
and the unit cost of logging those species. Over 90 percent of the timber is cedar 
and hemlock and white fir. In logging cedar there is much more breakage in 
falling and handling than in other species, due to the brittleness of the wood. 
This means less volume recovery per man-hour and hence a higher unit labor 
cost. Hemlock is generally smaller than other species, and the quality of the 
hemlock in the Crane Creek unit is low, over 90 percent of it being Nos. 2 and 3, 
or pulp grades. This means that there is less volume recovery per man-hour 
and hence a higher unit labor cost, and the value of the logs recovered is lower 
than in stands of higher quality. 

The fact that some operators have paid excessively high prices just to stay 
in business, profit or no profit, does not justify the imposition of prices on 
Rayonier under the Crane Creek contract higher than those resulting from the 
original contract formula. 

The timber on the Crane Creek unit is almost all cedar, hemlock, and white 
fir, about half being cedar. Douglas fir, spruce, and pine together comprise less 
than 10 percent of the total volume. Hemlock and white fir are the species 
Rayonier uses to make pulp. Rayonier uses no cedar but selles the same to other 
parties. The cedar log market is more volatile and can fall more rapidly than 
that of any of the other species. Any commitment to pay a minimum. stumpage 
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price for cedar timber is risky unless the purchaser knows that he can cut the 
cedar immediately because the bottom could fall out of the cedar market and 
result in a substantial loss. There are many marginal and submarginal allot- 
ments in the Crane Creek unit which Rayonier must log and pay for and upon 
which it will undoubtedly take a substantial loss. This problem is one of the 
reasons why Rayonier failed to go through with the original contract. 

I stated that the subject of interest on advance payments was mishandled, 
both by the Bureau of Indian Affairs and by the authors of the subcommittee 
report. Keeping in mind the indisputable facts and circumstances which I have 
just recounted at length, you will understand why the subject was mishandled. 
On September 20, 1955; I, together with other representatives of Rayonier, met 
in Portland, Oreg., with officials of the Bureau of Indian Affairs to consult about 
the proposed increases in ratios of stumpage to log prices. During that consulta- 
tion the subject of Rayonier’s costs was discussed as pertinent to changes in 
the @haracter of Rayonier’s operations. We had previously supplied the Bureau 
with a statement of our costs for the yeur 1954, which statement showed total 
costs of $47.46 per thousand feet of logs produced. The Indian service officials 
had estimated that reasonable costs of logging should be $34.25. We pointed 
out that the Indian service estimate simply did not reflect the facts nor did it 
even purport to include such items of cost as dumping, rafting, towing, and scal- 
ing logs, which items alone total $2.92, nor did it give effect to our very proper 
and legitimate costs such as health and welfare benefits which we pay under 
union contracts, our employees’ retirement income expense and certain other 
fringe benefits. To further emphasize the fact they were not being realistic 
in their estimate of costs, we pointed out to them that Rayonier had a major 
item of cost by reason of the large advance payments which we were required 
to make under the contract. We had not included that item in the statement 
of costs which we submitted to the Bureau, but it is nevertheless a real item 
of cost to us. This factor apparently appealed to the Indian service officials. 

It is necessary now to turn back briefly to the conversion return method of 
appraisal. The Indian service office is more or less wedded to that theory, 
and in its various studies and calculations it makes a practice of supporting the 
figures which it recommends to its superiors by an itemized computation under 
the conversion return theory. I can only conjecture as to this, but apparently 
after our consultation, and feeling that they had been in error in proposing 
increases in ratios, they made a report to their superiors in which they included 
as a separate item of cost, interest on our advance payments. That was not 
done at our suggestion or even with our knowledge. We were not aware that 
it had been done until we saw a copy of that report in the record of the sub- 
committee hearings. 

Regardless of how the officials of the Indian service, in their own minds and 
by their own methods, arrived at stumpage prices which they believe proper 
under the Crane Creek contract, I again point out and emphasize the fact that 
Crane Creek prices are not controlled by any application of the conversion re- 
turn theory af appraisal. As I said before, the conversion return theory itself 
can produce many different results, depending upon the factors employed and 
the estimates made by the person making the computation. Furthermore, if it 
had been intended by the Indian service that contract prices would be revised 
periodically by the conversion return method, the contract would have expressly 
said so. A provision of that sort is not uncommon in some Government timber 
contracts, but it is not present in our contract. 

I repeat that the Crane Creek contract prices are those determined by the 
formula established in the contract, and that departures from the original 
stumpage to log price ratio are justified only under exceptional circumstances. 

For these reasons, the whole subject of interest has been mishandled and the 
importance of it, as directly affecting contract prices, has been misstated in the 
committee report. . 

The Indians are not being charged interest on the advance payments. 

The report and the findings, conclusions and recommendations of the subcom- 
mittee are so drawn that, insofar as the direct interests of Rayonier are con- 
cerned, it is impractical here to recount in detail our exceptions to the same. It 
should not be implied that my failure to comment on any particular item means 
that we subscribe to it. But there are several features that deserve special 
comment : 

(a) In spite of the clear testimony presented to the subcommittee to the effect 
that the unit prices of large tracts of timber sold under contract restrictions 

“are substantially less ‘than the prices which small retail sales will bring; and 
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in spite of the fact that such testimony is not and cannot be controvertcd, the 
subcommittee’s report entirely disregards that testimony and urges the imposi- 
tion of Crane Creek contract prices comparable to retail sale prices. That rec- 
ommendation is unwarranted. 

(b) On page 57 of the report there is implication that the Indian se) vice offi- 
cials did not properly perform their price study functions because of pressures 
put on them. If that language is intended to imply that Rayonier has ever 
put pressure on the officials or is even in a position to do so, or has ever said 
or done anything not proper or germane to our contract rights, then I challenge 
the bona fides of such statements. Any such implication is wrong and cannot 
be supported, If the Indian Affairs officials with whom we deal or with whom 
we negotiate are under pressures, those pressures come from sources other 
than Rayonier. 

(c) Also, on page 57 is a quotation from a letter stating that Rayonier offi- 
cials took vehement exception to proposed stumpage rate increases and stated 
that they will use every means at their disposal to prevent such rates taking 
effect. That is a correct statement. Rayonier does not intend to acquiesce in 
abuses by the Indian Affairs office. 

(d@) Another example of gross misstatement appears on page 52 of the report 
where it says that in 1954, Rayonier was paying for Indian timber a unit price of 
$8.05 per thousand and in 1955, a unit price of $9.89 per thousand. The report 
then says: “At the same time Rayonier was paying an average of $20.60 for 
national forest timber.” We do not know where the author gets that $20.60 
figure, but it is awfully wrong. It is possible that he may have taken it from 
1 or 2 out of several contracts that we then had, and selected from them the 
highest figures. The fact is, and this is information which was available to the 
subcommittee’s staff, that in 1954 our unit price for national forest timber 
was $9.33 under 5 contracts, and in 1955 it was $12.19 under 6 contracts. Fur- 
thermore, our contracts for national forest timber covered stands which, on 
the whole, contained a much greater proportion of the more valuable species, and 
a better quality, than the Indian timber which we eut. There is no justification 
for such misstatement. 

(e) Anyone versed in timber matters and who wishes to make a fair state- 
ment, knows that one cannot properly value the timber on any given tract 
or area by dealing in generalities about prices at which other timber has sold. 
Yet the report is replete with generalizations about timber sales and statistics 
which are not based upon comparability. I have told you earlier, why large sales 
eannot fairly be compared to small sales, but there are numerous other factors 
which must be considered in looking for comparable sales. Quality and density 
of stand, accessibility, logability and logging costs and length of haul are all 
factors which ean vary to considerable degree from stand to stand, even as be- 
tween stands in close proximity to each other. Also the proportions of the dif- 
ferent species in a given stand can influence materially the unit value of each 
species in that particular stand. Timber valuation is a matter for experts and 
eannot fairly be discussed by generalizations or by inadequate or distorted 
figures. 

I stated that on two occasions we have had disagreeable experiences with the 
Indian service officials in their efforts to increase the stumpage to. log price 
ratios under the Crane Creek contract. Earlier I mentioned our 1955 diseus- 
sions and pointed out the manner in which they disregarded very real items of 
eost in their considerations. Without here discussing all the matters then in 
issue, I will call your attention to two other impreper positions taken. by the 
Indian service at that time: 

(a) In the report of one Indian service official recommending the proposed 
increase, there was completely disregarded the weighted average log prices on 
the three markets referred to in the contract, that is the Puget Sound and Grays 
Harbor. and Columbia River markets. Instead, and in order to arrive at a 
figure that he wanted, he used log price quotations—not weighted averages of 
actual sales—and then only with reference to the Grays Harbor and Puget 
Sound markets. 

(b) Between the date of the contract in 1952, and the time of the proposed 
increase in 1955, there had been wage increases to our loggers and increases in 
our material and equipment costs. These facts were referred to by the Indian 
Affairs official in his report, but instead of giving effect to them, he offset 
them against increased efficiency of our logging operations. In other words, he 
places a premium on efficiency. The implication of that kind of reasoning are 
appalling. 
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Our second experience involving proposal to increase ratios occurred within 
the last few weeks. By the second proposal the Indian Service would increase 
the ratios as to all species except spruce, which is a very minor specie. They 
would increase the cedar ratio by over 60 percent, the Douglas-fir ratio by over 
44 percent, and the white pine ratio by over 20 percent. We protested that 
proposal and in support of our protest we filed an instrument dated March 15, 
1957. A copy of that protest has already been delivered to Senator Neuberger 
at his request and I ask that he now place the same in the record of these pro- 
ceedings. Again I will not go into details but I point out a few flagrant abuses 
in this proposal. At our first consultation with the Indian Service officials, they 
delivered to us what they called a Summary of Stumpage Revaluation Report, 
Crane Creek Logging Unit, though they did not give us or let us examine other 
reports which they had made.to support their proposal. I would like now to 
offer and have introduced into the record, a copy of that summary. Reference to 
it is made in our protest. 

(a) In their efforts to justify some sore of increase, the Indian Service has 
gone far afield and has compounded error upon error. In the first place, they 
again have departed from the 3-market weighted average log prices in actual 
sales, instead have used quotations as to what log sellers on 2 of the markets 
would like to receive for their logs. 

(6) In an effort to make it appear that there is an extreme increase in log 
prices today as compared to prices on which the initial contract prices were 
based, they have used the wrong starting time. The initial prices were based 
upon averages for the third quarter of 1951. The difference between cedar log 
prices for that date and for the fourth quarter of 1956 was only 25 cents. Yet the 
Indian Service would compare the lowest cedar price on the log market since 
then with the fourth quarter of 1956'to show a difference of $10.38 instead of 
$0.25. Furthermore, if comparisons are to be made, they should be between 
the date of the last increase in ratios and the present. Were that done, if would 
show that the present price of cedar has gone down $3.73 rather than up $10.38 
as the Indian Service figures would have it. . 

(c) The Indian Service uses fictitious and speculative grade percentages for 
its computations instead of the grade percentages which the contract says 
shall be used for all purposes. Temporarily, when we are logging in the better 
timber, we may get a greater percentage of high grades than those established 
by the contract. By the same token, the Indian Service know as well as we do 
that there are going to be many years of operations in low-grade timber where 
our grade recoveries will be well below those established by the contract. That 
is why the contract states that for all purposes, and at all times the grade percent- 
ages shall be as therein stated. Nevertheless, the Indian Service feels free to 
depart completely from the contract and would proceed under new rules that 
they would make to try to justify an increase. 

(d) As in their earlier efforts, the Indian Service has disregarded the facts 
about logging costs and would arbitrarily fix costs substantially below our 
actual costs. 

We have plenty to complain about in the way in which the Indian Service 
has tried to administer the contract. We feel they have gone well beyond the 
bounds of reasonable judgment and fair play. 

The Crane Creek contract was devised to sell and administer all of the allot- 
ments within the unit as a whole. There are many things to be said in favor of 
that plan. They were enumerated at length at the earlier hearings. But when 
we agreed to cut and pay for all of the timber within the unit, we knew, and 
the Indian Service knew that there would be great disparity between timber 
stands in different areas within the unit. They knew and we knew that some of 
the stands would be profitable to us and that some would be unprofitable. They 
knew and we knew that during the 30-year life of the contract there would be 
fluctuations in the market price of logs and that there would be prosperous times 
and depressed times. For these reasons the contract was drawn in this form. 
The original pricing formula was designed to reflect and give effect to the normal 
variables which both parties knew were to be expected and encountered. The 
provisions in the contract were designed to permit departures only in case of 
unexpectable and extreme changes from the conditions existing during the period 
when the contract was devised. Certainly there have been no changes during 
these few years which justify a departure from the original basis. 

Before closing I wish to comment on the subcommittee’s recommendation No. 9 
as it may pertain to the Quinault Indian Reservation. In that recommendation 
the committee suggests that there be worked out a practicable operating plan 
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with those Indians who desire to operate their own timber or to pool allotments 
in order to sell their logs. I am afraid that any such plan is now nearly im- 
‘possible because of the recent practice of issuing fee patents to those Indians 
who have requested them. Having already relinquished control of many allot- 
ments, the Indian Service will now find it difficult to combine for sale the good 
timber and the poor timber. As a consequence, many allotment owners will be 
unable to realize anything for their timber because of its remoteness and the 
poor quality of the stand. As a matter of fact, out of 81 allotments in the 
Quinault Reservation which were subject to supervised sale, only 11 have been 
sold. On 12, bids were made but rejected. And on the remaining 58 allotments 
offered for sale there were no bidders, 

It is our opinion that it would be unwise for the Government to issue any more 
fee patents or conduct any more supervised sales which include the land, because 
to do so would make it even more difficult to provide forest management and a 
sustained-yield program or to enable the owners of many marginal and sub- 
marginal allotments ever to sell their timber. 

Senator Neusercer. I am just going to ask you to be as brief as 
possible, and we will see how our time goes. 

Mr. Marton. Very well, sir. 

Mr. Forresr. I am J. L. Forrest, of Hoquiam, Wash., assistant 
manager of the Northwest Timber Division of Rayonier, Inc. 

Rayonier, Inc., is party to the timber-cutting contract covering the 
Crane Creek unit in the Quinault Indian Reservation. 

We have studied the report submitted to the Senate Committee on 
Interior and Insular Affairs by its Subcommittee on the Legislative 
Oversight Function following hearings which were held in the Pacific 
Northwest late in 1955 and in Washington in February 1956. 

We have also experienced the actions taken by the Bureau of Indian © 
Affairs on two occasions when it tried to change the basis of prices 
which we pay for stumpage under the Crane Creek contract, and we 
have studied such of the reports as were available to us upon which 
the Bureau of Indian Affairs office proposed to change the pricing 
formula. 

Both the Indian Affairs office and the authors of the subcommittee 
report have proceeded from one erroneous premise to another, have 
distorted the facts, have dealt in misleading generalities, have failed 
to give any or due consideration to many important factors, and have 
pie iebee conclusions which would lead one to believe the Rayonier 

as been “getting away with something,” or has been receiving unduly 
favorable treatment. 

The facts are to the contrary. - 

It is Rayonier who has been imposed upon. It is the other parties 
to the contract who have violated the intent and spirit of the agree- 
ment, who, but for our vigilance, would materially and grossly depart 
from its provisions. 

Let me remind this committee of several basic facts: 

1. The plan under which the Crane Creek unit was sold and.the 
contract terms were initiated and devised by the Indians and the 
Bureau of Indian Affairs. Rayonier had no part in either conceiving 
the plan or in drafting the contract. 

2. The Crane Creek unit was first advertised for sale in June 1949, 
to be sold under the form of contract already prepared and on file in 
the Indian service office. 

At the public auction held, Rayonier was the only bidder and then 
deposited $163,000 as required. 

ayonier did not enter.into the contract pursuant to that bid, but 
instead forfeited its deposit. 
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We were gravely concerned over the terms of the contract, the risks 
involved in committing ourselves to cut and pay for timber of the 
character which is within the Crane Creek unit, and the lack of clear- 
eut pricing formulas upon which we could rely and which could be 
‘enforced by us. 

_ 8, The Crane Creek unit was again offered at, public sale on June 17, 
1952, and again Rayonier was the only bidder. 

This time the contract was formally signed and was approved by 
Secretary of the Interior Chapman on June 30, 1952. 

The contract was also signed by the officers of the Quinault Tribal 
Council. 

The owners of the 460 allotments which are subject to our contract 
also gave powers of attorney to the superintendent of their agency 
to enter into individual supplemental contracts with Rayonier to 
bring their allotments under the major contract. 

It is obvious from the foregoing that the contract was no bargain, 
and that the owners of the timber and the Government agencies in- 
volved were willing and anxious to sell the timber at the prices at 
which it was offered. 

Rayonier, as.a bona fide purchaser, should in fairness and by every 
moral and ethical standard, be entiled to rely upon a fair administra- 
tion and observance of the contract throughout the life of the contract. 

Our experience to date raises serious doubts that we can expect to 
receive such treatment. 

The prices at. which the timber was offered for sale were computed 
by the Indian Affairs office under the conversion return theory. 
Under that theory one starts with the market price of logs in the 
water, rafted and ready for towing, and deducts from the log price 
all costs properly chargeable to the logging of the timber and bring- 
ing it to towable waters, plus a reasonable allowance for profit and 
risk. 

The balance remaining is regarded, under the theory, as the value 
of the tree on the stump. While we have never seen the calculations 
by which the Indian service computed the initial stumpage rates, we 
were informed, and I am sure the Indian service will confirm, that 
‘the initial contract rates were computed in that manner. 

Having arrived at those rates, the ratios to then current log market 
prices were computed and those were the ratios of stumpage to log 
prices which appear in the contract. 

However, and this is very important, it is a fact that stumpage 
values computed under the conversion return theory are not neces- 
sarily the true market values. 

This is because of variables within the factors employed in the 
formula—as, for example, estimates of logging costs—and because of 
countless other factors which might also influence the prices for which 
different parties may be willing to buy or for which sellers may be will- 
ing to sell. 

The conversion return method is simply one of many calculations 
to be employed in testing appraisals. 

It is commonly employed to establish minimum or upset prices at 
which timber is offered at public sales. 

Under the contract, as log prices go up and down, stumpage prices 
which we pay also go up and down so that stumpage always bears 
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the same relation to log prices as they did at the commencement of the 
contract. 

It was on that basis, and the natural assumption that the formula 
would be fairly adhered to, that we entered into the contract and in 
reliance upon which we committed ourselves to make advance pay- 
ments of more than $3 million, to build roads costing millions of 
dollars, to take the poor timber with the good, and to log and pay cur- 
rent prices in good times and bad. 

And in further reliance on this contract we projected our company’s 
operating plans for years to come. 

The contract states that the proper Government officer.may change 
the ratios of stumpage to log prices if the “character of the operation” 
or “changes in market conditions” or “or other factors” have altered 
the situation to such an extent that in his opinion a change in the exist- 
ing ratios between stumpage rates and log prices is warranted. 

In 1949 after we had entered our bid at the first sale and made our 
deposit, we endeavored to get a clarification of these pricing provisions 
and a statement of the circumstances under which the Commissioner 
of Indian Affairs would consider a change in ratios to be justified. 

We were assured in clear and no uncertain terms that only changes 
of an extreme and unforeseeable nature would lead the Indian Affairs 
office to invoke these provisions and change the ratios of stumpage to 
log prices, 

Even though we did not then conclude the contract, we relied upon 
those assurances when signing in 1952, as nothing was ever said or 
done by the Indian office to indicate any different interpretation of 
that language. 

Recommendation No. 4, of the Subcommittee on the Legislative 
Oversight Function, set forth on page 16 of the report, makes two sug- 
gestions applicable to Rayonier’s Crane Creek contract, It recom- 
mends that prices under that contract— 


should closely approximate the prices currently being received for comparable 
timber sold competitively. 


It also recommends that the Secretary of the Interior— 


take steps necessary to rescind the allowance for interest made in the price 
revision of October 1, 1955 * * * and ta increase the price of Indian timber 
commensurately. 

We take strong issue with those statements and recommendations 
for two basic reasons : 

First, the recommendation that the contract prices should closely 
approximate the price currently being received for comparable timber 
sold competitively is contrary to the terms of the contract and is in- 
equitable and unrealistic. 

Second, no “allowance for interest” as such, is directly involved 
in the contract price, nor are the Indians being charged interest. 

With due respect, I wish to point out that any suggestion that the 

rice to be paid under the Crane Creek contract involving over a half 

illion feet of timber to be harvested over a 30-year period and subject 
to numerous contract restrictions and burdens should not and cannot, in 
fairness or with legal propriety, be controlled by prices paid for small 
sales which permit immediate harvesting free from contract, restric- 
tions and burdens. 
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Also, with due respect, I must point out that the whole subject 
of interest on advance payments made by Rayonier has been mis- 
handled, both by the authors of the committee report, and by’ the 
Bureau of Indian Affairs. I believe it stems from some basic 
misunderstanding. 

In order to judge these questions properly, it would be helpful to 
you if we first recount certain fundamental facts and principles : 

1. This matter involves a contract between the Indian service on the 
one hand, and Rayonier on the other. It was entered into willingly 
and lawfully by both parties, for good consideration and in good faith. 
All steps taken and all instruments executed were in accordance with 
applicable statutes and regulations. It isa valid and binding contract. 

2. The parties agreed that the prices to be paid for the timber were 
to be calculated under the formula stated in the contract, which for- 
mula is not to be departed from except under the conditions and in 
the manner stated in the contract. 

3. As in any other contract it may not be modified except by agree- 
ment by both parties to it. 

4, How the selling party arrived at the pricing basis for which it 
was willing to sell was for it to determine. I do not know what its 
calculations were nor what various factors it took into account, nor 
how much weight it gave to the several factors. 

In any event, it announced the prices and the pricing formula. 

5. How the purchasing party, Rayonier, arrived at the prices it was | 
willing to pay was for Rayonier to determine. There were many, many 
factors to os considered and weighed. In any event, Rayonier decided 
to contract for the purchase of the timber upon the announced terms. 

6. It is a certainty that the factors considered by the seller and the 
factors considered by the purchaser were not identical, for their respec- 
tive purposes in making the contract were exactly opposite. 

7. I believe everyone will agree that the use of borrowed money 
properly should cost the user something for using it. That is interest 
paid and is an item of cost for all business purposes. I believe everyone 
will also agree that prudently all money held in a business should be 
put to use to produce income. If it is not productive then potential 
income is lost. 

Senator Neupercer. I want to ask one question for a point of 
information. 

Does Rayonier buy timber from people other than Indians? 

Mr. Forresr. Yes. 

Senator Nevpercer. Do you exact this interest payment from those 
people when you make an advance payment on timber? 

Mr. Forrest. We have, Senator, no similar contracts such as this, 
a burdensome contract such as we have under the Indian service here. 

Normally, that is taken into account on our appraisal. 

In other words, we would pay less for a large block of timber 
because we would have to hold it and use borrowed money for it. 

' T refer specifically to the Henry and Larson timber. 

Senator Neusercer. The reason I ask the question is that I am 
familiar with the timber business and I have never heard of these 
interest assessments before on any other matter. 

My knowledge is undoubtedly incomplete. 
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Mr. Marton. If I may interrupt, there is no interest being charged. 
If you will permit Mr. Forrest to continue, we are spelling this out 
step by step. 

{ think it will be very clear to you by that time. 

Senator Neupercer. Continue, Mr. Forrest. 

Mr. Forrest. Thank you. 

8. In its studies and deliberations concerning the advisability of 
entering into the Crane Creek contract and committing itself to pay 
the prices required by the contract, Rayonier took into account the 
required advance payments totaling over $3 million. 

To make these payments Rayonier would have to borrow money 
and pay interest on it. When paid, the money would not be producing 
income for Rayonier. 

After signing the contract, Rayonier did borrow the money and 
is paying iiterest on it. That money is not producing income for 
Rayonier. Clearly, the money used for advance payments is costing 
Rayonier. a substantial amount, and that cost is attributable to the 
Crane Creek contract. 

9. It follows that if Rayonier did not have this factor of interest 
cost to it, or if the money were producing income, Rayonier might 
have been willing, if necessary, to bid a correspondingly higher price 
for the stumpage. But that cost factor did exist and will continue 
to exist. Conversely, I believe that were this cost factor materially 
greater, Rayonier would not have agreed to the contract upon these 
terms. 

10. Under the provisions of the contract the agreed stumpage prices 
vary in relation to changes in the weighted average prices of logs in 


the Puget Sound, Grays Harbor, and Columbia River markets as - 


reported by the Pacific Northwest Loggers Association. The ratios 
of stumpage to log prices may be changed only if either: 

(a) The character of Rayonier’s operation ; or 

(6) Changes in market conditions ; or 

(c) Other factors—that is, any one or more of those items—have 
altered the situation to such an extent that, in the opinion of the officer 
approving the contract a change in the existing ratios is warranted. 

Not by words of the contract, but by law—I am advised—the ap- 
proving officer may not abuse the discretionary powers thus vested 
in him, but he must act in good faith. 

11. The contract does not provide for or contemplate or permit the 
change of stumpage prices or ratios by application of the conversion 
return method of appraisal. 

Let me point out again that the conversion return method of ap- 
praisal does not necessarily reflect actual market value. 

Furthermore, and this is extremely important, the intent and pur- 
‘pose of the contract provisions, and a factor upon which Rayonier is 
entitled to rely, is that any change in contract prices, other than those 
which follow from changes in log prices, are warranted only by sig- 
nificant and unforeseen changes in certain conditions and circum- 


stances from those conditions and circumstances prevailing at the. 


time the existing ratios were established. 
And equally important is the fact that if and when. such changes in 
conditions do occur, the adjustment should be to establish a fair con- 
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tract price to be paid for this timber under the requirements and limi- 
tations of this contract. 

The adjustment should not be to reach a price which a small tract 
of timber might sell for, free from the contract restrictions and 
burdens. 

12. A factor of major importance about which there is no room 
for argument, and a factor which was apparently ignored by the au- 
thors of the subcommittee report, is the price differential between a 
small, or retail, timber sale and a large, or wholesale, timber sale 
under contract limitations. 

This factor is of primary importance in determining whether the 
prices to be paid by Rayonier under the Crane Creek contract should 
or should not “closely approximate the prices currently being received 
for comparable timber sold competitively,” as recommended by the 
subcommittee report. 

For the benefit particularly of those members of this subcommittee 
who are not well versed in problems of the timber industries, I wish 
to repeat the explanation I gave at prior committee hearings. 

Mr. Marton. The explanation of why, as a matter of proven fact 
and acknowledged by everybody, controverted by nobody, that large 
timber sales such as this under contract restrictions simply do not 
bring the same price as small retail sales of timber where the timber 
can be logged quickly and the money recovered quickly. 

Senator Nevpercer. I recall that testimony at Aberdeen, I think. 

Mr. Marton. It is uncontroverted testimony and just as factual as 
anything can be. 

Mr. Forrest. I stated that the subject of interest on advance pay- 
ments was mishandled, both by the Bureau of Indian Affairs and by 
the authors of the subcommittee report. Keeping in mind the indis- 

utable facts and circumstances which I have just recounted at 
ength, you will understand why the subject was mishandled. 

On September 20, 1955, I, together with other representatives of 
Rayonier, met in Portland, Oreg., with officials of the Bureau of 
Indian Affairs. to consult about the proposed increases in ratios of 
stumpage to log prices. 

During that consultation the subject of Rayonier’s costs was dis- 
cussed as pertinent to changes in the character of Rayonier’s opera- 
tions. 

We had previously supplied the Bureau with a statement of our 
costs for the year 1954, which statement showed total costs of $47.46 
per thousand feet of logs produced. 

The Indian Service officials had estimated that reasonable costs 
of logging should be $34.25. 

We pointed out that the Indian Service estimate simply: did not 
reflect the facts nor did it even purport to include such items of cost 
as dumping, rafting, towing, and scaling logs, which items alone 
. total $2.92, nor did it give effect to our very proper and. legitimate 
costs such as health and welfare benefits which we pay under union 
contracts, our employees’ retirement income expense. and certain 
other fringe benefits. 

To further emphasize the fact they were not being realistic in their 
estimate of costs, we pointed out fo them that Rayonier had a major 
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item of cost by reason of the large advance payments which we were 
uired to make under the contract. 

Wo had not included that item in the statement of costs which we 
submitted to the Bureau, but it is, nevertheless, a real item of cost to 
us. This factor apparently appealed to the Indian Service officials. 

It is necessary now to turn back briefly to the conversion return 
method of appraisal. The Indian Service Office is more or less 
wedded to that theory, and in its various studies and calculations 
it makes a practice of supporting the figures which it recommends 
to its superiors by. an itemized computation under the conversion 
return theory. 

I can only conjecture as to this, but apparently after our consulta- 
tion, and feeling that they had been in error in proposing increases 
in ratios, they made a report to their superiors in which they included 
as a separate item of cost, interest on our advance payments. That 
was not done at our suggestion, or even with our knowledge. We 
were not aware that it had been done until we saw a copy of that 
report in the record of the subcommittee hearings. 

egardless of how the officials of the Indian Service, in their own 
minds and by their own methods, arrived at stumpage prices which 
they believe proper under the Crane Creek contract, I again point 
out and emphasize the fact that Crane Creek prices are not controlled 
by any application of the conversion return theory of appraisal. 

As I said before, the conversion return theory itself can produce 
many different results, depending upon the factors employed and the 
estimates made by the persons making the computations. 

Furthermore, if it had been intended by the Indian Service that 
contract prices would be revised periodically by the conversion return 
method, the contract would have expressly said so. 

A provision of that sort is not uncommon in some Government tim- 
ber contracts, but it is not present in our contract. 

I repeat that the Crane Creek contract prices are those determined 
by the formula established in the contract, and that departures from 
the original stumpage to log prices ratio are justified only under 
exceptional circumstances. 

For these reasons, the whole subject of interest has been mishandled 
and the importance of it, as directly affecting contract prices, has been 
misstated in the committee report. 

The Indians are not being charged interest on the advance pay- 
ments. 

The report and the findings, conclusions, and recommendations of 
the subcommittee are so drawn that, insofar as the direct interests of 
Rayonier are concerned, it is impractical here to recount in detail our 
exceptions to the same. , 

It should not be implied that my failure to comment on any par- 
ticular item means that we subscribe to it. But there are several fea- 
tures that deserve special comment. 

A. In spite of the clear testimony presented to the subcommittee to 
the effect that the unit prices of large tracts of timber sold under con- 
tract restrictions are substantially less than the prices which small 
retail sales will bring, and in spite of the fact that such testimony is 
not and cannot be controverted, the subcommittee’s report entirely 
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disregards that testimony and urges the imposition of Crane Creek 
contract prices comparable to retail sale prices. That recommenda- 
tion is unwarranted. ! 

B. On page 57 of the report there is implication that the Indian 
Service officials did not properly perform their price study functions 
because of poy ut on them. If that language is intended to 
imply that Rayonier has ever put pressure on the officials, or is even 
in a position to do so, or has ever said or done anything not proper or 
germane to our contract rights, then I challenge the bona fides of such 
statements. Any such implication is wrong and cannot be supported. 

If the Indian Affairs officials with whom we deal or with whom we 
negotiate are under pressures, those pressures come from sources other 
than Rayonier. 

C. Also, on page 57 is a quotation from a letter stating that Rayonier 
officials took vehement exception to proposed stumpage-rate increases 
and stated that they will use every means at their disposal to prevent 
such rates taking effect. That isa correct statement. 

Rayonier does not intend to acquiesce in abuses by the Indian Affairs 
Office. 

D. Another example of gross misstatement appears on page 52 of 
the report where it says that in 1954 Rayonier was paying for Indian 
timber a unit price of $8.05 per thousand and in 1955 a unit price of 
$9.89 per thousand. The report then says: 

At the same time Rayonier was paying an average of $20.60 for national 
forest timber. . ' 

We do not know where the author got that $20.60 figure, but it is 
awfully wrong. -It is possible that he may have taken it from 1 or 2 
out of several contracts that we had then, and selected from them the 
highest figures. 

The fact is, and this is information which was available to the sub- 
committee’s staff, that in 1954 our unit price for national forest timber 
was $9.33 under 5 contracts, our 1955 was $12.19 under 6 contracts. 

Furthermore, our contracts for national forest timber, covered 
stands which, on the whole, contained a much greater proportion of the 
more valuable species and a better quality than the Indian timber . 
which we cut. There is no justification for such misstatement. 

FE. Anyone versed in timber matters and who wishes to make a fair 
statement, knows that one cannot properly value the timber on any 
given tract or area by dealing in generalities about prices at which 
other timber is sold. 

Yet the report is replete with generalizations about timber sales 
and statistics which are not based upon comparability. 

I have told you earlier why large sales cannot be fairly compared to 
small sales, but there are numerous other factors which must be con- 
sidered in looking for comparable sales. 

Quality and density of stand, accessibility, logability, and logging 
costs and length of haul are all factors which can vary to considerable 
degree from stand to stand, even as between stands in close proximity 
to each other. : : 

Also, the proportions of the different species in a given stand can 
influence materially the unit value of each species in that particular 











stand. Timber valuation is a matter for experts and cannot fairly be 
discussed by generalizations or by inadequate or distorted figures. 

I stated that on two occasions we have had disagreeable experiences 
with the Indian Service officials in their efforts to increase the stump- 
age to log price ratios under the Crane Creek contract. — 

Earlier I mentioned our 1955 discussions and pointed out the man- 
ner in which they disregarded very real items of cost in their con- 
siderations. Without here discussing all the matters then in issue, 
I will call your attention to two other improper positions taken by 
the Indian Service at that time: 

A. In the report of one Indian Service official recommending the 
proposed increase, there was completely disregarded the weighted 
average log prices on the three markets referred to in the contract, 
that is the Puget Sound and Grays Harbor and Columbia River 
markets. : ; 

Instead, and in order to arrive at a figure that he wanted, he used 
log price quotations—not weighted averages of actual sales, and then 
only with reference to the Grays Harbor and Puget Sound markets, 

B. Between the date of the contract in 1952 and the time of the 
proposed increase in 1955, there had been wage increases to our loggers 
and increases in our material and equipment costs. These facts were 
referred to by the Indian Affairs official in his report, but instead 
of giving effect to them, he offset them against increased efficiency 
of our logging operations. 

In other words, he places a premium on efficiency. The implica- 
tions of that kind of reasoning are appalling. 

Our second experience involving proposals to increase ratios oc- 
curred within the last few weeks, By the second proposal the Indian 
Service would increase the ratios as to all species except spruce, which 
is in volume on the unit, a very minor specie. 

”. They would increase cedar ratio by over 60 percent, the Douglas-fir 
ratio. by over 44 percent, and the white pine ratio over 20 percent. 

We protested that proposal and in support of our protest we filed an 
instrument dated March 15, 1957. A copy of that protest has already 
been delivered to Senator Neuberger at his request and I ask that 
he now place the same in the record of these proceedings. 

Senator Nrunercer. Without objection, it may be placed in the 
record. . 

RAYONTER, INC., 
Hoquiam, Wash., March 18, 1957. 
Re Crane Creek Logging Unit Contract No. 1-101—Ind—1902. 
COMMISSIONER OF INDIAN AFFAIRS, ; 
New Interior Building, Washington, D. C. 


DEAR Str: We enclose a stumpage price study prepared by Rayonier which 
was presented to representatives of the Bureau of Indian Affairs at a conference 
held in Hoquiam today. 

A copy of this study has been made available to Mr. C. W. Ringey, superin- 
tendent of the Western Washington Indian Agency, and to Mr. Weaver, of 
the Portland area office. 

Yours very truly, 
LEONARD Forrest, 
Assistant Manager, Northwest Timber Division. 
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INDEX 
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III. Market conditions. 
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I. Appraisal of the effect on stumpage of changes from third quarter 1955 
to fourth quarter 1956. 
II. Appraisal of the effect on stumpage of changes from third quarter 1951 
to fourth quarter 1956. 
Exhibits: , 
Graphic presentation for period 1951 through 1956: 
A. Cedar market prices. 
B. Weighted average log prices. 
C. Crane Creek stumpage rates. 


D. Equipment cost trends. 
RAYONIER, INC., 


Hoquiam, Wash., March 15, 1957. 


Re Bureau of Indian Affairs Contract No. I-101-Ind-1902, Crane Creek logging 
unit, Quinault Indian Reservation, dated June 18, 1952, approved June 30, 1952 


Hon. C. W. RINGEy, 
Superintendent, Western Washington Agency, Bureau of Indian Affairs, 
Everett, Wash. 

Dear Mr. RinGey: Rayonier, Inc., purchaser under the captioned contract, 
having received the Assistant Secretary of the Interior’s notice of intended in- 
crease in stumpage-to-log-price ratios, hereby respectfully challenges the facts 
upon which the proposed increases are premised and respectfully protests the 
increases pursuant to section 10 of the contract. 


I. BACKGROUND 


The Crane Creek unit was offered for’sale at public auction, the sale to be 
made under a contract the form of which was published in advance of the sale. 
Sections 6 through 9 of the contract provide that the prices to be paid for timber 
cut shall rise and fall, under a formula established therein, in a fixed relation 
to the market price of logs, thus assuring both the Indians and the purchaser of 
a periodic adjustment of stumpage prices to reflect the then current market price 
of logs. 

The contract provides that the.current market price of logs of each species 
shall be determined and redetermined on a quarterly basis from the quarterly 
report of the Pacific Northwest Loggers Association, a well-established price- 
reporting organization well accepted by industry and Government. By publish- 
ing the contract in this form in advance of the public auction and by approving 
the contract after its execution, the Secretary of the Interior has determined 
that these pricing provisions are fair and equitable from the Indians’ viewpoint. 
Nothing that Rayonier will say hereinafter by way of protest is intended to 
interfere in any way with this sensible formula nor is it intended to diminish 
the desirable protection against inflation that the formula affords the Indians 
in a rising market. 

The fixed relationship between the stumpage prices per species to be paid 
under the contract and the current market prices of logs of the same species was 
established by the percentages of current log prices set forth in section 8 of the 
contract. These percentages were and are at the heart of the contract because, 
for all practical purposes, they were the subject matter of the bidding at the 
public auction, the bidder of the stumpage price producing the highest stumpage- 
to-log-price ratio being adjudged the successful bidder. : 

As the successful bidder, Rayonier’s bid yielded stumpage-to-log-price percent- 
ages higher than any other bidder was willing to bid. The said percentages re- 
mained unchanged from the inception of the contract until 1955 because nothing 
occurred in the interim which, under the provisions of section 10, would have 
justified or authorized a change. 

Even though the Secretary has increased the per species percentages in section 
8 as recently as October 1, 1955, on February 27, 1957, he gave Rayonier notice 
of the further intended increase which is the subject of this challenge and protest. 
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So that you and your superiors may have in mind the overall increases in the 
fixed percentages since the inception of the contract, the purchaser has extracted 
the following from section 8 of the contract : 


{In percent] i. 





Proposed for | Percentage 
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Apr. I, 1957 | increase over 
1955 


1952 to 1955 
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percentages, Rayonier requested consultation pursuant to section 10. A pre- 
liminary conference now has been held; a further conference is planned. At the 
first conference you advised Rayonier that you would disregard any such argu- 
ments as Rayonier chose to make orally and that its protest, to warrant your 
consideration, would have to be in writing. This accounts for the form of this 
challenge and protest. 
At the preliminary conference the purchaser’s representatives were presented 
with a four-page Summary of Stumpage Revaluation Report (hereinafter some- 
times called the “summary” or the “revaluation report”). They were informed — 
that the report of which the said document was the summary, was the basis 
upon which the Secretary made the findings of fact upon which is promised 
the notice of proposed increases in the section 8 percentages. 
In view of the recent (1955) adjustments in section 8 percentages and the 
currently depressed cedar log prices, it had not occurred to the purchaser that the 
Secretary would even consider giving notice of increased percentages at this 
time. Therefore, on receiving the aforementioned summary at the preliminary 
conference, purchaser’s representatives were totally unprepared on short notice 
to analyze or criticize the summarized conclusions or to test the accuracy of 
the facts and statistical method used in reaching the conclusions. Since the A 
preliminary conference, purchaser has been handicapped further by the fact 3 
* that the revaluation report of which the four-page document is a summary has 
not been made available. The comprehensiveness and complexity of the sum- 
mary suggests that the revaluation report was the product of many weeks of 4 
research, statistical analysis, and preparation. Of course, it has been iin- i 
possible to prepare within the few days that have elapsed since the preliminary i 
meéting a brief in rebuttal that would do justice to the merits of the case 
against the proposed increases. Nevertheless, we urge your favorable considera- 
tion of the following points which are respectfully submitted. 


| 

} 

| 

i 

{ 

: £ iy 

Promptly on receipt of the Secretary’s notice of intended increases in the fixed | 
| 


i 
NATURE AND TIMING OF CHANGES—-CON TRACT REQ UIREMENTS { 
; , 


The full impact of this challenge and protest cannot be registered without 
consideration of the history and background of the contract and especially sec- i 
tion 10. 4 

During 1949 and 1950 this contract was the subject of numerous conferences fi 
between our respective representatives and all provisions of the contract were 
discussed exhaustively. As one of those present and actively engaged in the 
conferences, I can say without serious risk of contradiction that it was the i 
mutual intention of the parties that the Secretary would not be authorized te 
invoke section 10 powers unless some unexpectable situation or event of great j 
consequence over which the parties would have little or no control should occur. - 1 
It was not intended that the normal, expectable fluctuations in log prices would i 
justify the Secretary’s exercise of section 10 powers. These normal fluctuations if 
were taken into account in the pricing formula which required quarterly adjust- 
ments of stumpage prices to conform to the price movements in the log market. 

When the words “changes in market conditions” and “have altered the situa- 
tion to such an extent” are properly interpreted in the background of our 1949 
and 1950 discussions, they may be paraphrased accurately as follows: “Unex- 
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pectable market changes of great magnitude and economic consequences to the 
contracting parties not provided for in the contract which have altered the rela- 
tionship between the parties so extensively that they would justify the Secretary, 
in the interest of justice to invoke the unique and rarely to be exercised powers 

set forth in section 10.” : 

Rayonier does not acquiesce in or condone the Secretary’s practice of fre- 
quently, if not regularly, exercising section 10 powers to increase section 8 per- 
centages. We reserve hereby our right to test the Secretary’s exercise of section 
10 powers in this manner. Section 8 percentages were determined by Rayonier’s 
original bid and were said and understood by both parties to be “fixed” percent- 
ages. The Government’s progressively frequent readjustment of the percentages 
on a forever increasing basis must be adjudged as unfair, and contrary to the 
spirit and intent of the contract and particularly of section 10. 

We regard this as unfair because the purchaser is at the mercy of the Secre- 
tary and his subordinates instead of being on an equal footing as the other 
party to a valid contract. Rayonier probably could be relieved from onerous 
price tinkering only in the case of an extreme abuse of discretion. This proposed 
‘increase approaches that point. 

The purehaser in any contract, especially one of such major proportions and 
extending over such a long term should have clear contract rights, readily ascer- 
tainable and enforcible, which would protect the purchaser from the possibility 
of abuse by the administering officers. As a matter of sound practice and 
fairness, parties to contracts with public agencies should be protected as a matter 
of contract right, just as completely as they are bound to their contract obliga- 
tions. It is true that Rayonier entered into this contract knowing of the risks - 
inherent in section 10 procedures, but it did so with the firm and mutual under- 
standing described above -and upon the assumption that the administrative 
officers in the executive branch of the Government would not abuse their 
diseretion and would act with fairness and justice. 

The timing of the event or occurrence contemplated in section 10 is also of 
great consequence. 

The revaluation report suggests that the superintendent would attempt to 
beguile the Secretary and Rayonier into thinking erroneously that the only 
significant changes in operations and market conditions are the net changes 
from the inception of the contract to the final quarter of 1956. This disregards 
the fact that effective as of October 1, 1955, the Secretary effected a general 
increase in section 8 percentages. It must be presumed that in effecting the 
October 1, 1955, ratio changes the Secretary acted wisely and that the said ratio 
readjustment achieved a fair, equitable, and correct result. 

In order to justify further increases in the section 8 percentages, the Secretary 
must find that changes in the character of the operation or in the market have 
oceurred since October 1, 1955, and that such additional changes alter the 
situation so significantly and so extensively that further increases are now 
necessary. As will be demonstrated herein below, the decline in the cedar market 
demonstrates conclusively that no change in cedar ratios or stumpage prices 
ean be justified by the Secretary. 


II. FInpInGs or Facr 


Section 10 of the contract authorizes the Secretary of the Interior, on his 
own initiative, to review stumpage rates established by the procedures set forth 
in sections 6 through 9 of the contract. If as a result of said review, the Sec- 
retary can justify a finding of fact that— 

1. Changes in the character of Rayonier’s Crane Creek logging opera- 

tions; or 

2. Changes in market condition, or 

3. Other factors, 
have altered the situation so extensively that, in his opinion, a change is war- 
ranted in the stipulated ratios between stumpage rates and log prices, he shall 
give the notice and set in motion the procedures provided for in section 10 
of the contract. ; 

The Secretary’s telegram of February 27, 1957, makes a finding of fact that 
there have been changes (1) in the character of operation and (2) in market 
conditions and that they have altered the situation so extensively that changes 
in the existing section 8 percentages (hereinafter sometimes called “the ratios” ) 
are warranted. 
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OTHER FACTORS 


Nothing in the aforementioned telegram or in the revaluation report and 
nothing in the informal conversations at the preliminary conference suggests 
that “other factors” are relied upon to justify the proposed changes. ‘Therefore, 
the Secretary’s findings of fact must stand or fall either upon substantial 
changes in the character of Rayonier’s logging operations in the Crane Creek 
unit or upon substantial changes in market conditions. 


CHANGES IN THE CHARACTER OF RAYONIER’S CRANE CREEK LOGGING OPERATIONS 


Nothing said in the aforementioned telegram or in the summary or in the 
informal conversations between Rayonier’s representatives and the represent- 
atives of the Indian service supports the finding that the character. of the 
Crane ‘Creek logging operations has changed in any manner or degree since 
October 1, 1955. Suggestions of such a change may be drawn only inferentially 
from the fact that since the inception of the contract Rayonier has produced 
higher grades of cedar than normally can be expected from the contract area. 
This is merely a circumstance of the operation. It does not justify a finding 
that the character of Rayonier’s Crane Creek logging operations has changed or 
that the character of the operation has so altered the contract relationship 
between the parties to such an extent as would cause distress to the Indians 
or as would justify a 60 percent increase in the existing cedar ratio. It may be 
safely contended that no actual change in the character of Rayonier’s opera- 
tions has occurred since the inception of the contract nor can we foresee any 
such changes in the foreseeable future. , 

The entire Crane Creek unit contains no better grades than an average stand 
of cedar. At the inception of the contract it was difficult, if not impossible, 
to ascertain with any assurance of accuracy what the average grade recovery 
for the entire unit would be. Instead, grade recovery was calculated in accord- 
ance with section 7 of the contract on the basis of a 5-year experience (3 years 
on cedar) in the combined Columbia River-Puget Sound-Grays Harbor market. 
The contract does not provide for a procedure whereby the grade recovery fea- 
ture of the pricing formula periodically can be revised to conform to the pur- 
chaser’s actual grade recovery experience. If the Government wishes now 
to amend the grade recovery feature of the contract’s pricing formula to con- 
form to Rayonier’s actual grade recovery experience in the Crane Creek unit, 
the fair and proper method to go about it would be to propose discussions look- 
ing to such an amendment on a mutually agreeable basis. Instead, the Goy- 
ernment seeks to do unilaterally through section 10 proceedures what it should 
be doing by bilateral negotiations with Rayonier. 

It is erroneous to assert that the purchaser should pay more for cedar 
stumpage in the second quarter of 1957, for example, because in the first quarter 
of 1957 the purchaser cut in a high-grade cedar area. The area being cut in 
the second quarter of 1957 could be a very low-grade stand. This would un- 
fairly reward the Indian owner of the low-grade stumpage and unfairly 
prejudice the Indian owners of high-grade stumpage. We think the Indian 
service will agree that to follow such a policy would lead to endless confusion 
in the operation and administration of the Crane Creek unit. 

The Indian service must approve in advance eack of the areas within the 
unit in which Rayonier commences logging operations and will continue to do 
so in the future. The Government in effect, therefore, controls the selection 
of the quality of the stands which Rayonier logs. Since the inception of the 
contract Rayonier’s operations have been exclusively in high-grade cedar stands. 
In the forthcoming quarter or quarters its operations may be located in inferior 
stands. This happenstance, beyond Rayonier’s control, does not change the 
character of Rayonier’s logging operations nor does it so alter the situation as 
to justify the proposed change in existing ratios. 

It is therefore our position that the Government has failed to substantiate 
the Secretary’s finding of fact that there has been any change in the character 
of the operation. Even if, by inference, some change in the character of the 
operation is suggested, the Government has failed to demonstrate that it is 
sufficient either in character or in degree to justify, in the exercise of reasonable 
discretion, a change in the existing ratios. This will be further demonstrated 
in the analysis of the revaluation report that follows. 
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CHANGES IN MARKET CONDITIONS 


In the paragraphs which follow Rayonier challenges the sufficiency, accuracy, 
and reliability of the information upon which the Secretary has premised his 
finding that there has been a change in market conditions so extensive as to 
justify the proposed section 8 percentage increases. Rayonier shall demonstrate 
item by item the areas in which the revaluation report is not accurate and is 
unreliable and, by its own table and graphs, shall demonstrate that the pro- 
posed increase in the cedar ratio cannot be justified, would be unfair, and would 
constitute an abuse of discretion. 


III. Marker ConpDITIONS 
1, EXHIBIT A—CEDAR PRICES FROM OCTOBER 1, 1955, THROUGH DECEMBER 31, 1956 


-According to the published reports of the Pacific Northwest Loggers’ Associa- 
tion for the Puget Sound-Grays Harbor-Columbia River markets, the combined 
weighted average price of cedar logs, computed according to the contract, has 
declined sharply and continuously since the second quarter of 1956. Since 
October 1, 1955 (the most recent ratio readjustment), the net decline in the said 
price of cedar logs was $3.73 per thousand. The decline has continued to the 
present and there is evidence that the downward trend will continue into the 
foreseeable future. The price of cedar manufactured products, especially cedar 
lumber and cedar shingles, likewise has declined from the third quarter of 1956 
through the last quarter of 1956 and there is evidence that the decline is con- 
tinuing and will continue. The net decline in cedar lumber prices from the third 
quarter of 1955 through the end of 1956 was $20 per thousand. The net decline 
for cedar shingles over the same period was 50 cents per square. From the third 
quarter of 1956 through the year end the decline in cedar shingle prices was 
75 cents per square. 

The foregoing data, taken from published quotations prepared by C. C. Crow 
Publications, Inc., are set forth in the graph attached hereto as exhibit A, to 
which your attention is especially invited. 

These undeniable facts flatly contradict the Secretary’s findings that change 
in market conditions justify a 60 percent increase in the stumpage-to-log-price 
ratios for cedar. They demonstrate conclusively that no change in the cedar 
ratio can be justified on any basis. 

The-demand for and price structure of western red cedar logs and products 
manufactured therefrom historically have been volatile. Erratic and radical 
fluctuations in the cedar markets are normal and expectable. This was a fact 
mutually and fully recognized by all of those who participated in the formulation 
of the contract and by those who participated in the aforementioned 1949-50 
conferences. This was well recognized and the basis for including in the 
contract a provision for a quarterly price adjustment feature. See sections 
6 through 9. 

The cedar price decline reflected by the statistics in exhibit A conforms to 
the historical pattern. It is the kind of normal and expected price fluctuation 
that is already taken care of by the quarterly stumpage price adjustment feature 
of the contract. No further adjustment is contemplated by the contract or 
called for on the basis of these facts. 


2. ANALYSIS OF GOVERNMENT’S REVALUATION REPORT 


The Government’s revaluation report disregards the pricing requirements of 
the contract, is based upon faulty premises, employs incorrect statistical methods 
and provides misleading measurement of changes in log prices. Some of the 
results of the summary are not relevant to ratio readjustment. On the whole, 
this summary does not prove established market changes of such magnitude as 
could justify ratio readjustment at this time. 


TABLE I.—NET CHANGES IN LOG PRICES SINCE LAST RATIO ADJUSTMENT SHOW 
SUBSTANTIAL DECLINE IN CEDAR LOG PRICES 


There has been a substantial decline in cedar log prices since the last section 
8 percentage adjustment (Oct. 1, 1955) not revealed by table I. Table I is 
unreliable for a number of reasons. 
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(a) Government has disregarded Columbia River log market prices contrary to ~ 
sections 7 and 9 of the contract 


Sections 7 and 9 of the contract defined the standard for determining the cur- 
rent market prices per species of logs. The standard is the combined weighted 
average price per species in the Grays Harbor-Puget Sound-Columbia River 
market. However, the revaluation report upon which the Secretary has prem- 
ised the proposed increases, eliminating the Columbia River market, disre- 
gards the specific requirements of the contract; and unjustifiably adapts a new 
standard, to wit: the combined Puget Sound-Grays Harbor market. 


(b) Government erroneously measwres Changes in log prices. 


The right hand columns of table I purport to measure changes in average log 
prices which would justify increases in section 8 percentages. 

First, it should be reemphasized that increases in average log prices for the 
three combined markets automatically cause commensurate increases in stump- 
age prices paid for Crane Creek timber. This is an integral feature of the 
: pricing formula set forth in sections 6 through 9 of the contract. Therefore, 
something more than expectable price fluctuations since October 1, 1955, must be 
demonstrated before the Secretary can justify increases in the section 8. 
percentages. 

Second, even if it should be assumed without conceding the point, that normal 
and expectable increase in log prices would justify adjustment of section 8 
percentages, the figures in table I are irrelevant and misleading. The changes 
indicated in the right hand columns of table I are not relevant because they 
fail to measure net changes since October 1, 1955, and because they measure the 
net changes that have occurred from the second quarter of 1952, when the 
cedar market was depressed, to the last quarter of 1954, when the cedar market, 
though sinking, was high relative to 1952. This careful selection of favorable 
terminal periods makes for an exaggerated and unrealistic comparison. In order 
to be relevant to the purposes of this protest, the net changes in average log prices 
per species should be measured from October 1, 1955. Our schedule I (a) at- 
tached hereto measures these net changes using the third quarter of 1955 as the 
starting point and shows a substantial decline in cedar log prices for the period 
ending vear end 1956. It deserves your special consideration. 

Even if it is desirable for the Secretary to have before him the broad picture 
of log market changes over the full term of the contract to date, such figures 
would be relevant and probative only if the correct starting point is used. The 
Secretary will observe that pursuant to section 7 of the contract the starting 
point for calculating the combined weighted average log prices was not the 
second quarter of 1952 but was the third quarter of 1951. Unless this latter 
starting point is used for calculating the overall net change in log prices, the 
comparison is incomplete and meaningless and will mislead the Secretary to 
erroneous conclusions. 

Several such complete comparisons have been made by Rayonier and our 
exhibit A and our schedule I (b) showing the price fluctuations are attached 
hereto. They demonstrate that cedar log prices, as they were expected to do, 
have fluctuated a great deal since the inception of the contract but that the 
net increase since the third quarter of 1951 has been only 25 cents per thousand. 
This is in direct contradiction to table I. 


({c) Government’s erroneous proration of increases 


The extreme right hand column of table I of the Government’s revaluation 
report indicates one-half of the net change in log prices since the second quarter 
of 1952. This figure for each species is utilized in the lower portion of table I 
to produce the indicated trend of stumpage rates. The indicated trend of stump- 
age rates, in turn is utilized in table VI of the Government’s revaluation report. 

If, as Rayonier contends, it is inaccurate to prorate the net change in 
log prices per species on an equal basis as between stumpage and logging costs, 
then the indicated trend of stumpage prices which appears in tables I, III, and VI 
of the revaluation report are in error and the inaccuracy of the report is thereby 
compounded. 

Based upon the existing section 8 percentages and upon the section 8 per- 
centages now proposed by the Secretary, that proportion of net change in log 
prices which should be attributed to stumpage should not exceed either 27 percent 
or at the most 38 percent. There can be no justification, on the basis of the con- 
tract, for an allocation of 50 pereent of the net change to stumpage. 
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TABLE III.—-ADJUSTMENT OF LOG GRADE RECOVERIES UNJUSTIFIABLE 


As heretofore indicated, figures listed in table III under the heading “Indicated 
trend stumpage rates” are the misleading products of at least three errors made 
in the compilation of table I, to wit: (1) the wrong starting point for 
ascertaining net change in log prices; (2) disregard of the Columbia River mar- 
ket; and (8) arbitrary proration of the net change in log prices since the incep- 
tion of the contract. The introduction of these erroneous figures into table III 
of the revaluation report compounds the unreliability of the report as a whole and 
of table III in particular. ‘ 

Table III is unreliable and misleading for still another reason. It employs 
unsupported and unsupportable grade recovery estimates not contemplated by 
section 7 of the contract and the use of which is unjustifiable under the provisions 
of section 7. There is no procedure set forth in the contract by which the grade 
percentages spoken of in section 7 can be revised short of a formalized contract 
amendment, Until such time as section 7 of the contract formally is amended to 
provide a new basis for grade recovery, the average percentages developed out of 
the 5-year survey spoken of in section 7 must be the basis for analyzing changes 
in the market prices of logs. As indicated hereinabove, the Government, as a 
part to this contract, cannot be permitted to do through its extraordinary section 
10 powers what it should do by way of amendment of section 7. 

Assuming, without conceding the issue, that, somehow, there could be justifi- 
cation for employing new and different grade recovery percentages, the grade 
recovery percentages employed in table LII are unsupported and therefore must 
be considered unreliable estimates. The column headed “Grade Recovery 
‘Change” apparently relates to table IV but the method of estimating said 
figures cannot be ascertained from the summary; no mathematical connection 
between these figures and the figures in table IV can be divined from the sum- 
mary; and these unsupported conclusions do not agree with Rayonier’s inde- 
pendent findings with respect to the expected grade recovery from the Crane 
Creek unit. 

Schedule III (b) attached hereto is a summary which follows the format of 
the Government’s table III but utilizes figures taken from schedule I (b) atttached 
hereto and heretofore discussed. The significant difference between schedule 
III (b) and table III appears in the third column of each wherein the modified 
indicated stumpage rate for cedar, as determined by Rayonier, is $14.84 as con- 
trasted to the Government’s unrealistically high figure of $22.71. 


TABLE Iv 


1. Government's estimates of grade recovery are challenged 


For the reasons heretofore set forth Rayonier challenges the use of table IV of 
new and unsupported grade recovery percentages not justifiable under section 
7 of the contract. Also, the grade recovery percentages set forth in table IV 
admittedly are based upon: (1) Incomplete figures derived from relatively small 
area within the Crane Creek unit; and (2) upon admittedly rough estimates 
of Indian service officials of what may or may not be representative stands of 
uncut timber within the Crane Creek unit. Rayonier challenges the sufficiency, 
accuracy and reliability of such incomplete evidence. The Secretary surely 
cannot justify on the basis of merest speculation by the Indian service officials 
a finding of fact that the character of Rayonier’s logging operations within the 
Crane Creek unit has changed. 

The Indian service is aware that Rayonier’s Crane Creek cedar production to 
date has come from relatively high-grade stands. The Indian service is aware 
also that within the total area of the Crane Creek unit there are large stands of 
relatively low-grade-swamp cedar. Until greater areas of representative stands 
have been cut it will be too early in the life of this contract to attempt a realistic 
grade analysis of the entire stand that would be fair not only to Rayonier but 
also to the individual allottees. Even after this experience has been recorded, 
it will become a proper part of the pricing provisions of the contract only when 
the parties formally amend section 7 accordingly. 


2. Government deviates from contract log price formula when it uses quoted log 
prices taken from a trade journal 


Sections 6 through 9 of the contract repeatedly specify that the log prices which 
are the basis for sales under the contract shall be based upon the records of the 
Pacific Northwest Loggers’ Association for the combined Puget Sound-Grays 
Harbor-Columbia River markets. If at the time the Crane Creek unit was offered 
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for sale and the contract form was published for the benefit of prospective 
bidders the Government intended to base pricing formula upon quotations from 
trade journals it had the election of so stipulating. Until such time as the con- 
tract may be amended by the mutual assent of the parties, log quotations from 
trade journals the sources of which are unknown, have no place in proceedings 
under section 10 for the adjustment of stumpage ratios. 

We understand that the prices quoted in the fourth column of table IV of 
the Government’s summary are drawn from the Timberman. Investigation of 
the Timberman’s log price quotations indicates that it reports hoped-for prices 
asked by prospective sellers of logs, and is not tested for accuracy and does not 
necessarily quote prices of completed log transactions. 

We have ascertained also that the low range of prices reported by the ‘Tim- 
berman is higher even than the average reported by the Pacific Northwest 
Loggers’ Association. The Timberman’s quotations do not reflect the average 
market situation. The use of any log price quotations other than the combined 
weighted average prices per species revealed by the published records of the 
Pacific Northwest Loggers’ Association for the Puget Sound-Columbia River- 
Grays Harbor markets, as is required by the contract, is improper. Figures 
that are not only improper but also unreliably high should be rejected by the 
Secretary as the basis for readjusting section 8 percentages. 

Schedule IV (b) attached hereto recapitulates table IV of the Government 
survey using estimated Indian Service grade recovery percentages applied to 
Pacific Northwest Loggers’ Association log prices for the fourth quarter of 1956 
accurately computed in accordance with the provisions of the contract. The 
resulting average prices per species, thus calculated, are substantially different 
than the comparable figures in table IV. In the case of cedar, for example, the 
average price is $58.42, or approximately $5 lower than the comparable figure 
in Indian Service table IV. This is an extremely significant difference. 


TABLE V 


The stumpage price determined according to the Government’s direct ap- 
praisal (table V) is the fictional difference between an inflated fourth quarter 
1956 average log price estimate and an unrealistically low logging cost estimate. 
The Government’s appraised stumpage price for cedar is at least $8 too high 
according to Rayonier’s appraisal made according to conservative Forest Service 
standards. The costs upon which this appraisal is based, are set forth in schedule 
V attached hereto. 

We need not labor the inaccurate and unreliable aspects of the Government's 
average log prices for the fourth quarter of 1956. These have been discussed 
in connection with table IV and it is sufficient to say that, insofar as cedar is 
concerned, the Government’s fourth quarter 1956 average price is $5 higher 
than the combined weighted average price. See our schedule IV. 

Rayonier’s average logging costs for 1956 which have been submitted to the 
Indian Service total $42.95 and are much higher than the costs used in the ap- 
praisal we have made here. (Schedule V.) We believe we are efficient and 
economical logging operators but, for the purpose of eliminating any question 
on this item, we have used the lower estimated average logging cost for the last 
quarter of 1956 in our appraisal. 


Cedar ewpensive to log . 


We have used this lower average logging cost even though it is a well estab- 
lished fact in the industry that it costs considerably more to log cedar than 
other species. This is due to the large amount of defect found in the cedar which 
involves costs to handle but brings little or no sales return. This sale unit is 
expected to produce approximately 41 percent cedar. 


Transportation costs 


We have used as the cost of truck and rail haul to towable waters, including 
the expense of reloading, the sum of $12.58. By way of comparison the State 
‘truck haul rate for the haul from the center of this sale to a public dump in 
Hequiam would be $13.08. 


Road maintenance costs 


Rayonier’s road maintenance costs shall increase each year because it con- 
structs.about 12 miles of new roads a year. Rayonier will have to maintain all 
of its roads within the Crane Creek unit during the entire term of the contract 
either to haul logs or for fire protection purposes and salvage operations. 
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Engineering costs 

A sale of this type involves considerable egineering expense. Rayonier must 
do the road planning engineering on the ground, run out the cutting unit bound- 
aries, and allotment boundaries. This should be contrasted to Forest Service 
sales wherein the overall planning, all road location work and the marking of 
cutting unit boundaries are done by the Government, leaving very little engineer- 
ing to be required of the purchaser. 


General.overhead costs 


We feel that $3 per thousand for the general and overhead item is conservative 
_ in view of the size of the sale and the requirements dictated by the terms of the 
Crane Creek contract. Our review of such costs suggests that many of these 
items have been ignored or are given insufficient weight in the Indian Service 
direct appraisal as set forth in table V. ; 


Material costs 


From the 1951 inception of this contract to the present time increasing costs 
of materials and supplies measurably have increased logging costs. The following 
table covers some of the major materials used in the logging industry and indi- 
cates the percentage of increase for each item from 1951 to the present time: : 

Percent 
TD24 tractor complete 
Wire rope and choker lines, from 
1%-inch cable clamps 
Choker hooks 
a lsh eeap icing econ en ber wrapenne ies here 
Maxel alloy steel 
Mild steel 
Black annealed wire 
Standard stumping powder 
Regular gasoline 
Regular and automotive diesel oil, from 
Bulk fuel oil 


Labor costs 


Since the inception of this contract there has occurred also a steady rise in 
labor costs throughout the logging industry. From the end of the labor contract 
year (March 31) in 1951, wage rates have increased 2714 cents per hour for the 
base rates, and 30% cents per hour for the higher rates. This is a 14-percent 
increase in the higher classifications and an 18-percent increase in the base rate. 

In addition to all of the above, the company took over the cost of the health 
and welfare plan in 1952 which amounts to 74% cents per hour. This, together 
with the actual rate revisions mentioned above, amounts to increases of from 17 
percent to 22 percent during this period. 

In addition to all of the aforementioned increased labor costs throughout this 
period, three additional paid holidays were granted, night shift and hoot owl 
differentials were increased and vacation plans were liberalized. 

Furthermore, in addition to wage-rate increases, fringe benefits, and health 
and welfare benefits, direct payroll taxes paid by the employer have been 
increased substantially over this period. These cost increases include, among 
other items, close to a 75-percent annual increase payable by the employer in 
_FICA payroll tax since 1951 and a 40 percent to 45 percent increase in employers’ 
industrial insurance contributions since 1951. Furthermore, recent legislation 
now signed by the Governor (HB-—267 in the Washington legislative session of 
1957) imposes an additional burden by increasing by 30 percent the benefits 
hereafter payable to injured workmen. Additional increases in employers’ con- 
tributions for FICA, industrial insurance and unemployment compensation are 
being urged by labor and realistic planning must take these additional costs into 
consideration. 

At the present time FICA taxes, State and Federal unemployment taxes, indus- 
trial insurance and employees’ retirement plan represent an expense of about 
80 percent of the direct payroll. This payroll expense has increased about 50 
percent since 1951 by reason of higher rates and will increase in the future since 
most of these items are applicable to payroll amounts, which also increase. 
Therefore, as time goes on, these labor costs will continue to increase by geo- 
metric progression. 
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IV. CONCLUSIONS 


Schedule VI and the descriptive data thereon speaks for itself and demon- 
strates conclusively that ratio increases are not warranted and unjustifiable at 
this time. 


V. ARGUMENTS IN Support oF CONCLUSION 





There is a recognized and significant difference between retail and wholesale 
timber sales within the timber industry and public agencies responsible for man- 
aging and selling timber. For instance, a small timber sale may be cut and sold 
on a known market without high development costs or risks of loss from market 
conditions, fire, pests, or numerous other hazards. Such a timber sale is retail 
in character. 

The Crane Creek timber sale is wholesale in character. All the risks not 
present in a retail sale are applicable to the Crane Creek unit timber plus a set 
minimum and maximum, allowable eut each year stipulated in the contract itself. 
As an added example of the wholesale character of the Crane Creek timber sale 
we set forth below the large payments which have been made or soon will be 
made to service the contract. 


Total advance payments made to date_____..-.___..-......-..--.- $2, 457, 000 
Amount of advance payments applied to stumpage cut and removed 

WO RG AE crieciainin cede ens areiciierin Meaalbinnsainetcahimesicido ee tniiianaepilagadaniaae 464A, 000 
Ustimated advance payment (final 10 percent due in middle of 1958) — 550, 000 
Total advance deposits made to date__....--____----..------.... 1, 350, 000 
Amount of about deposits applied to stumpage cut and removed 

a a cen al Benatar) cacao eae ch eee ot eens al eens 1, 086, 000 


We recognize the pressure to which your administrative officers are subjected 
because of the frantic bidding by operators on certain retail public timber offer- 
ings and the resulting publicity on them. These sales simply cannot be compared 
to the Crane Creek long-term cutting unit and we urge that you give due weight 
to the distinctions between the two and through your recommendation makes the 
Secretary aware of them. 

Moreover, as we have so emphatically urged herein such frequent and unneces- 
sary percentage revision in contrary not only to the expressed intent of section 
10 but particularly to its spirit. Until there develops a significant disproportion 
between the factors which controlled the pricing at the start of the conract as 
compared with those existing at a later date, we do not believe it within the 
‘intent of the’ parties to make a change in the applicable ratios.. Such a change 
has not occurred within the short period since the contract was signed. 

The Indian service is presently offering for sale many allotments within the 
Queets unit which contain a predominance of cedar. Four different sales during 
1956 did not produce good results as analyzed below, despite the fact that a 
timber shortage exists on Grays Harbor and competition is normally intense. 
The only conclusion which may be drawn is that Indian Service appraisals on 
this cedar are too high under depressed market conditions. The volatile demand 
and price conditions for cedar which we have mentioned heretofore also have a 
decided effect on a prospective purchaser of cedar stumpage and we believe this 
factor contributed to Indian Service sales results. 


aecel allotmeats offerdd for salei st Ji oon ek nine wie tne 81 
Pn ND Ypres tears tes salen do eptpp canting sch ee apne eee eee 58 
SE, MN cos nica sike: cetin tnsk as = cr sien sssi pei ona ata aha bs nleempancadat cima eokiaeee eae 12 
DD GRCHIUINL. 2 = = noone ao se eee 11 
Allotments offered : ; 

eR COU iio sai oss SB sais ania cmcarcdagd ins sites ne lips tect'siee ou ens ea ce 70 

>? Focomimenany pully mpeeres.... 2s i tine 11 
Sales bids rejected : 

CONTA «NT iii ca sas cece scp ee cece erat ce 9 

INET TOEIRT Ui ais tint can cee eisdgtiniannin ei ee ae 3 
Allotments sold : 

Prodomsmnmatithy » cence rk i ee a a ee 3 

Predomumntly pio spectens «os ee ec 8 


The Crane Creek contract is designed to be in existence for over 30 years. We 
believe that it is essential to the best interests of the Indians that the contract 
proceed in an orderly manner, satisfactory to both Indian service administrators 
and Rayonier, Inc. We urge that the reasoning and material set forth here- 
in, as our protest to the proposed increase in stumpage ratios, be considered most 
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carefully by your office before any recommendations are made on the subject 
to the Secretary of the Interior. 
Respectfully submitted. 
RAYONIER, INc, 
APPENDIX 


RAYONIER, INC., HoIQUIAM, WASH. 
CRANE CrEEK LOGGING UNIT 


ScHEDULE I (a).—Changes in market conditions, 4th quarter, 1956, ‘compared 
with 3d quarter, 1955 (Columbia River-Puget Sound-Grays Harbor log market 
prices) 





Average log | Average log 
prices 3d prices 4th Change 14 change 
er wed were 1956 


Western redcedar.............-....-- $60.72 | $56. 99 | 
Sitka spruce... ._..._-- scahicmean ; 54. 36 | 62. 30 
Douglas-fir. _ -___- : oe 71,11 | 73. 33 | 
White fir. _____ EN ERPS al 45. 46 | 48, 02 
Western white pine_- wees how 54. 10 57. 85 
Western hemlock.......-..------._- 43.78 | 46.14 


| 


Stumpage | Indicated 

Species ~ |} rates4th | 1% change trend, 
quarter, stumpage 
rates 

peu 





Western redcedar $12. 70 
Sitka spruce. ._.........-- pia ainkohleasine oe 18. 10 
DS dbo de ioc cade nceaecauane he Seiden ; 24. 58 
Western fir Be ica gs oes pare 8.18 | 2 9. 46 
Western white pine..._........-......-- Salina lita ik al | % - 14.32 
Western hemlock : See eae 8. 3! 18 | 9. 50 


Note.—This is designed to be tibialis Ye to Government’s table I. 


CRANE CREEK LOGGING UNIT 


SCHEDULE I (b).—Changes in market conditions, 4th quarter, 1956, compared 
with 3d quarter, 1951 (Columbia River-Puget Sound-Grays Harbor log market 
prices) 


| | 
Average log | Average log | 
Species Symbol prices, 3d prices, 4th Change | change 
quarter, 1955 | quarter, 1956 | 
| | 


Western redcedar___- 4 onwake TRC._.| 56. 7 $56. ¢ 
Sitka spruce_____- | SS 

Douglas-fir. - 

White fir___- ADRES ES 

Western white pine a 

Western hemlock-. 


. Indicated 
Species | Bid rates | 14 change trend, 
2 stumpage 


rates 


Western redcedar - 

Sitka spruce_ 

SS | ee eae 
Western fir. .._.- 4 
Western white pine__- 7 
Western hemlock 


Notre,—This is designed to be caaiaimeahl to Government’s table I. 
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CRANE CREEK LoaGIne UNIT 


SCHEDULE III (b).—Modification of trend rates, by adjusted log grade recovery 





Indicated Grade | Modified 
Species trend, stump-| recovery indicated 
age rates change wumpess 
rai 











CS ETE Ae i ead $13. 43- $1. 41 $14. 84 
SEE ee ie Losey pained 16. 43 1. 67 18. 10 
ch iN ee NS eerie 18. 94 7.08 26. 02 j 
eae ae ie ee ice a See 9. 93 —.91 9.02 | 
I ee ee eee ee unt tc nome 10. 68 34 11. 02 j 
Western hemlock-._...........- phdanaralnia ead Ts sea ainda Raahtelnie 9. 67 —.27 9. 40 | 
suemecBane a aerate a eee aRESCERRENIARNEEE {i 
Note.—Grade recovery changes are derived by comparing the average log prices in accordance with the { 


terms of the contract as compared to the average weighted log prices weighted in accordance with the In 
dian Service estimates of grade recovery as per Government’s table ITI. 


CRANE CREEK LoGGIne UNIT 


SOHEDULE IV (b).—Revised log grades and average prices 















4th quarter, | Average i 
Species | Grade Percent 1956, average prices i 
| log prices 4 











— 25 $89. 82 
merle at 51.07 


Sitka spruce___.._. 


,) SP ees 





Douglas-fir. ___- 





a Mesa 


Western fir__..__- 



















Western white pine 





Western hemlock --_- 








Note.—The above schedule employs the log grade percentages estimated by the Indian Service in their 
table IV applied to the Pacific Northwest Loggers Association log prices for the 4th quarter of 1956, for 
the 3 areas—Puget Sound, Grays Harbor, and Columbia River. 
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ScHEDULE V.—Direct stumpage appraisal, estimated logging costs 


A. Direct logging costs: Cost per M 
1. Felling and bucking 
2. Yarding and loading 
8. Fire protection 
4, Cook, bunkhouse, crew haul 
5. General expense, overhead 


B. Direct transportation costs : 
1. Truck-rail transportation 
2. Reload 
3. Dumping, rafting, scaling 
4. Road maintenance 


C. Development costs: 
1. Road construction 
2. Engineering 


Total logging costs 


Notre.—We have used $37.15 for the logging costs in our direct appraisal. We believe 
them to be reasonable and average for the type of logging involved. The $17.42 indicated 
as direct logging costs is actually below the regional average. 


ScHEDULE V, Sec. 1.—Direct stumpage appraisal 


| 
| WF | WwW P | WH 


Profit and risk factor-_-- i : G $1.12 | $1. $1.10 | $1.10 


$1. $1. 


Less logging cost. ----- day : 37.15 | 37.15 | 37.15 | 37.15 
Less interest -.__.... i a ch Ss . 57 . 1.57 | 1.57 
Less profit and risk.- fh a 5. 96 5. 4 6. 49 4.25 
Stumpage..._._.....-- I arene. gy 8. 28.12 5. 05 


37. 37.1! 
os 


| 
4th quarter 1956 log values__._._.--.-- 5. Of 2.30 | 73.33 | 48.02] 57.8: 46.14 


Sat } 


Note.—This schedule arrives at a calculated stumpage rate on the same basis as the Government’s table 
V except that 4th quarter, 1956 Pacific Northwest Loggers Association weighted log price averages for 
Columbia River, Puget Sound, and Grays Harbor and grade percentages fixed by contract are used in lieu 
of “quoted log prices’’ and estimated grade percentages used by the Government in their table IV. 


ScHuepute V, Sec. 2.—Direct stumpage appraisal 


| WRC 8S | DF iF we} WH 


Profit and risk factor... $1.12] $1.10] $1.10] $1.10] $1. $1. 10 
4th quarter 1956 log values. __- i ..| 58.40} 63.97} 80.41 | d 58.19 | 45.87 
Less logging cost___- ce ; | 37.15 | 37.15 | 37.15 | 37.15 | 37.15 37. 15 
Less interest____- Ea acid phan da nase)! och 1. 57 | 5 . 57 1. 57 
Less profit and risk. __- SRR _.| 6.10 5. 66 7.12 5.15 4. 06 


Stumpage.... ; Sol aa. ; _..| 18.58 | 19.59 | 34.57 |} a 32 | 3. 09 


Nore.—This schedule arrives at a calculated stumpage rate on the same basis as the Government’s 
table V except that 4th quarter, 1956 Pacific Northwest Loggers Association weighted log price averages for 
Columbia River, Puget Sound, and Grays Harbor are used in lieu of ‘‘quoted log prices’’ used by the 
Government in their table IV. 
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SCHEDULE VI (a-1).—Summary of stumpage data 





WRC 8s DF WF | WWP 





Market trend____- $12.70 | $18.10 | $24.58 | $9.46 | $14.32 
Appraisal (PW LA fixes grades). al pie tidinetnatel Sesalieceuesl a 18.17 | 28.12 5.05 | 14.01 
Approximate average. . _ _- bobstide pS icbacltut 12.50 | 18.15 | 26.35 7.25 | 14.15 
ist quarter, 1957 rates_. ..-|. 13.68 16.20 | 24.20 8.64) 13.31 
I. 8. recommendation rates..............-..--..-..--.. 21, 94 16. 20 | 35. 02 9.00 | 16.05 


Note.—This schedule summarizes stumpage data in a manner similar to the Government’s table VI. 
except that ‘‘trend plus quality change’ is omitted for the reason that to date there has been insufficient 
production from representative stands within the contract area to establish reliable 'grade information, 
and actual stand qualities vary so widely as to make grade estimating most difficult. 


SCHEDULE VI (a—2).—Summary of stumpage data 


4 sabrepiginines 
wre | 88 | DF | WF | WWP| WH 





| 
| 


Market trend | $12. 70 | $18.10 | $24.58 
Trend plus quality change | "14.11 | 19.77 | 31.66 
Appraisal (PNLA/I.S. grade csttupated) : | 13.58} 19.59 | 34.57 
AONRTS BUATEER.... <-> <20--senqene-epsienoninadeen| (cee 19.70 | 33.10 
ist quarter 1957 rates | 13.68} 16.20| 24.20 


wn 


Cpr pes 


$14. 32 
14. 66 
14. 32 
14. 50 
13. 31 
16. 05 


StSRas 


| 
1. 8. recommendations 4 21.94 | 16.20 35. 02 


' 


Nore.—This by bbbieilie summarizes stumpage data in a manner similar to the Government’s table V1. 
including “‘trend plus quality change”’ simpi, “or comparison purposes. 


SCHEDULE VI (b).—Summary of stumpage data 


Species Petts WH 





fo 
Bake | 
| 
Market trend_-..- $13. 43 | $16. 43 | | $18.94 $10. 68 
Trend plus quality change 14.84] 18.10] 26.02 11. 02 
Appraisal... ___- 13.58 | 19.59} 34. 57 14. 32 
se oe a average 14.00} 18.00] 26.50 ‘ 13..50 
13.68 | 16.20 ; § 13.31 
21.94 16.20 . . 16. 05 


Ceo wos 
SAISSSS 


Norte.—This ‘aioli ¢ summarizes deisntiin data in a manner similar to the Goveritmnaat’ s-table VI. 
See schedules I (b), III (b) and V, section 2. 


(Graphs and tables are on file with the committee for reference purposes. ) 


Mr. Forrest. Again I will not go into detail, but I point out a few 
flagrant abuses in this proposal. 

At our first consultation with the Indian Service officials, they 
delivered to us what they called a summary of stumpage revaluation 
report, Crane Creek logging unit, though they did not give us or let 
us examine other reports which they had made to support their 
proposal. 

I would like now to offer and have introduced into the record a 
copy of that summary. Reference to it is made in our protest. 

Senator Neupercer. Without objection, it may be placed in the 
record. 
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(The material referred to is as follows :) 


CoNSULTATION, Marcu 5, 1957, 1 P. M., Porttanp AREA OFFICE, CRANE OREEK 
LogGIne UNIT, QUINAULT RESERVATION, WESTERN WASHINGTON AGENCY 


CONTRACT NO, I-101-IND—1902 
In attendance: 
Rayonier, Inc. : Bureau of Indian Affairs: 
Wilton L. Vincent Henry F. Wershing, central office 
D. D. Rhebeck Perry E. Skarra, area office 
Earl W. Simonton Harold Weaver, area office 
: Lynn E. Hatch, area office 
Clarence W. Ringey, western Washington agency 
John W. Libby, western Washington agency 
Conrad D. Shelland, Jr., on detail, area office 


Perry Skarra: Reads teletype of February 28, 1957, that was sent to western 
Washington agency notifying them of new stumpage ratios and for the agency 
to notify the tribe and arrange with Rayonier, Inc., for consultation if Rayonier 
should so desire. 

Mr. Vincent: Our teletype reads slightly different, however, basically the 
same. Our understanding of the provisions for a change of stumpage ratios 
is that the ratios would be reviewed only in the event of a radical change in 
the log and lumber marketing conditions. We do not think a radical change has 
taken place. We see no justification for a 60 percent increase in western red- 
cedar at a time when there is a trend downward in the log and lumber market 
for this species. We are less concerned with the revision of the ratios for 
white fir and hemlock as the market is more stable. 

Henry Wershing: Explains exhibits that were distributed to Rayonier. Ex- 
hibits set forth procedures the Bureau followed in adjusting stumpage ratios. 
The data is from the Puget Sound and Grays Harbor marketing areas because 
they more nearly represent conditions under which Rayonier operates. The two 
approaches used were a direct reappraisal and an evaluation of the market 
changes. ‘The Bureau feels white fir and hemlock are still too low. 

Mr. Vincent: Table 6, second line, the quality change has been given consid- 
erable weight. What is the source of quality figures? 

John Libby: They are based on Bureau scale records and a result of actual 
woods studies. Recovery figures based on Bureau scale represent 50 million 
feet, board measure, and show 40 percent No. 1 peeler. We are using only 
25 percent. 

Mr. Simonton: Grade recovery is going to go down because they have been 
operating in the better stands of cedar, fir, and hemlock for various economic 
reasons. 

Mr. Vincent: We predict that 15 percent of the remaining cedar area will 
grade out no better than No. 3. ; 

Mr. Libby: This represents an honest attempt to determine actual grade based 
on better information. 

Mr. Vincent: Again wonders why cedar should go up in view of the declining 
market. f : 

Mr. Wershing: Based on the facts presented, a change upward seems war- 
ranted. Contract states that stumpage ratios may be reviewed by the contractor’s 
request or the Bureau’s initiative. The facts indicate that this review shoul 
have taken place some time ago. 

(General discussion on merits and values of long-term versus short-term sales, - 
present, past, and future market conditions, utilization practices, Forest Service 
sale policy, etc.) : 

Mr. Vincent: The crux of the matter is that we are going into a declining 
cedar market and facing a proposed increase in price. 

Mr. Wershing: The company should present their case in writing with justi- 
fication for their case and evidence that the Bureau’s contentions are erroneous. . 
The terms of the contract are being met with this consultation. Before the 
30-day period is up, a report should be submitted to the superintendent and 
a earbon to Washington. Time is of the essence. 

Mr. Vincent: It was the company’s understanding that this was an informal 
consultation and they would like another formal consultation. Many months 
of preparation went into Bureau analysis and we will need time to present 
our case. — 
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Harold Weaver: There seems to be little to gain from further consultation. 
The. views of the company should be presented in writing. However, we are 
agreeable if another meeting is desired by the company. | 

Henry Wershing: Whatever action is taken it must be taken by the ist of | 
April. If action is to be retroactive, it must be decided by the solicitor. This 4 
consultation has met the requirements set forth in the contract. 

Mr. Vincent: We are dissatisfied with the increase in cedar and to a lesser 
degree with the increase in white fir and hemlock. 


SuMMARY OF STUMPAGE REVALUATION Report, CRANE CREEK LoaGIne UNIT, 
QUINAIULT INDIAN RESERVATION, WASH. 


TaBLeE I.—Changes in market conditions, 4th quarter, 1956, compared with 
2d quarter, 1952 (Puget Sound-Grays Harbor log market prices) - 














| | Average log prices | 
Species Symbol Change | 4 change 

| 2d quarter, |4th quarter, | | 

| 1952 | 1956 | 

; +o eS Se Se 
Western redcedar-___.....-_..-_. : | WRC | $47. 96 | $58. 34 | $10. 38 $5. 19 
Sitka spruce.__.........- ; . Ss 51. 11 | 54. 59 3.48 | 1, 74 
Douglas-fir. ......_.___- scan DF 74. 63 | 66. 86 —7.77 —3. 89 
, .. ) Sane LS adn WF |. 44. 01 | 49. 38 5. 37 2. 69 
Western white pine....___- Se. cael ee 57.39 | . 59. 19 1. 80 . 90 
Western hemlock._.....----- ietewe ant WH | 43. 82 | 46.14 | 3. 32 1. 61 

I | i 








Indicated | Modification 











Species Bid rates | change | trend, of Douglas- 
| | stumpage | fir rate 
| rates | 
ee ———— —|———— | — —EEe 
Western redcedar-_- ’ $13. 30 | $5.19 | Cte Rs 
Sitka spruce-__._-__- ee ‘ ‘ 10. 80 | 1.74 | 106 b.. ss counay 
Douglas-fir... ........- ae ‘ : a 15. 00 | —3. 89 11.11 $15. 93 
White fir__ tive ain . - | 6. 65 | 2. 69 | ee ete 
Western white pine. .- ; ; 8. 40 | 90° | 9. 30 | _- 
Western hemlock. ............_-- ieeceed 6. 40 1.61 | 8. 01 | s oe 





| | 





TABLE II.—Percantage of peeler Douglas-fir log sales, Puget Sound and Grays 
Harbor districts 


- - . 
| 1953 1954 | 1955 | 1956 | Average 





Grades 1952 


nen nbpeeee meena . an | 











I i cc llth | 18 | 17 | 15 | 16 | 12 16 
IE a ad Aina occ inind 12 | 10 | ° 9 | 11 | 8 | 10 
BOGE © GUN 2 oh UA cece lidcdenndcden | 16 | 14 | 16 18 | 13 | 15 

UNE rh) Ss SX BL ces. cSt. | 46 41 | 40 45}. 33) 41 





Nore.—Much of this change appears in the log sales for the lst and 4th quarters of 1956. 







or | 














| 
Grades | lst quarter | 2d quarter 3d quarter | 4th quarter| Annual 
1956 1956 1956 1956 average 
| 
fu a eet +) = =I — " si 
WW pee. 00.950. 7.3 16.0 | 15.9 9.6 12 
No. 2 peelers._..-....._.-.---- 6.7 9.6 | 9.7 6.3 S 
No. 3 peelers_ _-_-._-- 3.3 2.0 | 6.0 2.2 
27 “41, 
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TABLE II1I.—Modification of trend rates by adjusted log grade recovery 


Indicated | Grade Modified 

trend, stump-| recovery indicated 

age rates change stumpage 
rates 


ete 
| 

22 | $22. 71 

51 | 

10 | 


Western redcedar ov ncdudec buku Ciel dae OE $18. 49 $4. 
INR. Jc ck bins kkenie noe kde aren 12. 54 » 
Douglas-fir_...._-. eciciegintawtemabatars wes 15. 93 14. 10 

Ne ee dime eee 9. 34 —2. 05 ‘ 
NE Ne noe cane sth whee 9. 30 3. 35 12. 65 
Western hemlock By bei 6 iditde 8.01 —2. 67 5. 34 


Te 


13. 05 


TABLE I1V.—Revised log grades and average prices 


4th quarter 
Species Grade Percent 1956, quoted Average price 
log prices 


a7 Sa Powis : $96. 71 
Bic ssecsctascct f 56. 07 
we. 42.15 

EE ef EL : 92. 23 
: : cohaamnes 66. 91 

48. 80 
Wii nniy baie teil 44. 73 

Douglas-fir. -_- a pana canine 25 | 114. 55 





Western redcedar --. 
$63. 45 


- 


60, 42 


105. 43 
88. 40 
70. 60 
60. 72 
2 50. 10 

IE snd oh nw Siipeke ten ty Copa ares : 60. 73 
; 55. 50 

55 47. 87 
< é‘ ‘ 25 45. 07 

Western white pine dos awet states il 15 saiiaie 


45 | 
: 30 |. : 
Western hemlock ; 5 ee eee et 9 60. 68 
5 55. 48 | 
55 47. 52 

81 44. 7% 





48. 23 











1 Detailed price data on white pine not available for quoted log prices. The 4th quarter 1956 record of past 
sales was used to obtain the average price. 


TasLe V.—Direct appraisal of Crane Creek stwmpage 


earns 


DF | WF wwe | WH 


| 
| 


| 
Profit and risk factor. - ----- DURE idee . 1.10; 1.10| 1.10 1, 10 


4th quarter 1956 log values. __................-...--...} $63.45 | $60.42 | $82.18 | $49. 22 | $57. 5 
Less logging cost j ' 33.60 | 33.60°| 33.60 | 33.60 

.§ 1. 57 1. 57 1. 57 1, 57 
Less profit and risk . 7. 33 4. 33 5.09 
Pied Grencpedsnchasiuscelbeescccesans nib ated . 2 .90 | 39.68; 9.72) 17.31 


TasBLe VI.—Summary of data and recommended stumpage rates 


| DF | WF | WWP| WH 


Market trend ‘ ; $15. ; $9. 30 
Trend plus quality change ; . 30. ; 12. 65 
Appraisal , . 39. ; 17.31 
Recommended rates l ; . 35. ‘ 16. 00 
Ast quarter 1957 rates be \ , i 13. 31 
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TaBLe VII.—Recommended stumpage to log price ratios 








Species | 4th quarter 1956 Recommended Derived Recommended j 

| average log prices stum page rates ratios ratios ii 

igh tant en rl meee nhioeeincinleiaiit | 

Western redeedar.......| $56. 99 $22. 00 38. 60 38. 50 | 

Sitka spruce.___._-.....| 62. 32 16. 20 26. 00 26. 00 V4 

Douglas-fir. __.. siete 73. 34 35. 00 47.72 47.75 

MO WE ou. ose ~socce] 48. 02 9. 00 18. 74 

Western white pine....| 57. 85 16. 00 27. 65 

White hemlock ___.._..- 46.14 9. 00 19. 51 















Tas_Le VIII.—-Comparison of recommended rates with rates in effect, 1st quarter, 








46, 14 9.00 | 8.77 3 


} ' 


1957 
Recom- 4th quarter, Indicated Current | 
Species | mended 1956, average | stumpage stumpage | Change 

| ratios log prices rates rates 
usmle jl —|— stale , —-——— 
Western redeedar-__---- Betees 38. 50 | $56. 99 $21. 94 | $13. 68 $8. 26 
I Bo es accu cueecel 26. 00 62.30 | 16. 20 | WR Ciedacnckuoante 
Douglas-fir. _ - pin eee cae ne 47.75 73. 34 35. 02 24. 20 10. 82 
Sat, A ae eet 18. 75 48. 02 9.00 8. 64 . 36 
Western white pine___- wil 27.75 57. 85 16. 05 13. 31 2.74 
Western hemlock. sian eaaeae 19. 50 


Norte.—It is reeommended that the ratios set forth above be made effective on Apr. 1, 1957. 





SUMMARY OF StuMPAGE REVALUATION Report, TAHOLAH LOGGING, QUINAIELT, 
INDIAN RESERVATION, WASH. 


Taste I.—Changes in market conditions, 4th quarter, 1956, compared with Ist 
‘quarter, 1950 (Puget Sound-Grays Harbor log market prices) 





Average log | Average log 
Species Symbol prices Ist prices 4th Change 46 change 
quarter, 1955 | quarter, 1956 


















Western redcedar--._.........-....--- y $44. 93 $58. 34 $13. 41 $6. 71 
Se RNR hs cok casedabnash tenn 8s 42. 98 54. 59 11. 61 5. 81 
Douglas-fir... ....... sane Eee DF 52. 75 66. 87 14, 12 7.06 
NE Wil hip dln tte cen ccdalbennodaca | WF 33. 44 49. 37 15. 93 7.97 
Western white pine_...............-- | WWP 41.98 59. 20 17. 22 8. 61 
Western hemlock..___..........----- | WH 31. 93 46.14 14, 21 7.11 








| Indicated 
Species Bid rates lg change | trend, 
| stumpage 
rates 


















RINE s = i.n00u bdo ce cngdnnedicadasseucdetoceneteneee . 75 | $6. 71 $16. 46 
NINN so ona nck aoa técceee disc cacuseeeednsdoadseboe 8.75 | 5. 81 14. 56 
2s ae ak idecn ddtdinctin =a eRe ksen 10. 85 | 7. 06 17. 91 
I ei diets ckennktians ih apt aR CeTCc Eh bephipecostd 3. 80 | 7.97 11. 77 
EE ns each tnnedenene dieses gadccinkems auemeand 6.75 8. 61 15. 36 
NOEW MINES 52 ccc cwnbacivecuascsdees sic ccabccssuiiacte 3. 7.1 11.01 
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TABLE II.—IJndicated trend stumpage rates adjusted to compensate for grade 
recovery changes 


Indicated Adjusted 

trend, Grade log grade 

stumpage recovery indicated 

rates change stumpage 
rates 





Western redcedar 

Sitka spruce 14, 56, 

ei EE naib hissinmanindbatnbaninndial 17, 91 
i . 11.77 

Western white pine 15. 36 | 

Weer MenOeR ne Soot AB rose 11.01, | 


TasiLe III.—Modification of trend rates through change in scaling practice 


| | 
| | | Adjusted log 

Indicated 12.5 percent | Adjustment | grade and 
Species ; jtrend stump-| change for grade | scaling indi- 
cated stump- 


} age rates } change 
} | | age rates 





Western redcedar__. 2. 06 | $1. 66 $20. 18 
Sitka spruce 14. 56 | - 82 —2. 95 13. 43 
a eel 17.91 | . 24 | 11. 02 31.18 
(et ae SHES SE IPS ea Se ae ee 11.77 47 —1. 30 | 11. 94 
Western white pine-_...........--.-..---- : 15. 36 . 92 1.16 | 18. 44 
i is cv ckmmdititnieiddusaeheus . 11. 01 . 38 —3.17 9. 22 


TABLE IV.—Revised log grades and average prices 

} |4th quarter} Average 
Species | Grade | Percent (1956 quoted; prices 
log prices 





Wosserm redecedaer.............cdbbi 20s La. tse } al $96. 71 
56. 07 | 
aay 42.15 
Sitkas pruce 8 pi 6f 5 | 92. 23 | 
66. 91 | 
48. 80 | 
< 44. 73 | 
Douglas-fir ade thnks ‘ 114. 55 | 
105. 43 
88. 40 
1 70. 60 | 
30 60. 72 
at ori i, 24 59. 10 | 
White fir sil. 10 | 60. 73 
7 55. 50 
63 47. 87 





Western white pine 12 
: : s 

50 

ea “f 30 

‘Western hemlock ete hs cool 2 
° 5 
53 
40 





1 Detailed price data on white pine not available for quoted log prices The 4th quarter 1956 record of 
past sales was used to obtain the average price 


TABLE V.—Direct appraisal of Taholah stumpage 


pth chen 
WWP WH 


88 WF 


Profit and risk factor_.................- " ; , $1. 10 / $1. 10 $1. 10 

4th quarter 1956 log values-_-___._..-.-- 4 7. 77. 66 . 13 | 57. 57 | 47. 06 

Less logging cost bs 3. 33. 00 33. 33. 00 | 33. 00 

Less interest ___- seins . 2 2 1. 25 . 2 1. 25 | 1. 25 

Less profit and risk . 4 . 12 6. 95 4. 35 5,12 | 4. 16 

WIR cae 4 36.46| 10.£3| 18,20 | 8. 65 
: | 
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TaBLe VI.—Summary of data and recommended stumpage rates 


* Species 


ERR Ns ininc tic awndaiecneaneuss 
Trend-quality-change 
Trend-quality-scaling change. -----.-.- 


Appraisal 


Recommended rates_-._...----- ian. 6 ea. 


Tet Guereer 1907 Fetes... =n -0<0-daeer 


$14. 56 


11. 61 | 
13. 43 | 


18. 34 
16. 00 
15. 70 





DF 


$17, 91 
28. 94 
31.18 
36. 46 
32. 00 
21.79 


WH 


WF | WWP | 


- 77 


47 

94 

0 53 
1.00 
7.90 


| 


$15. 36 | $11. 
16. 52 
18. 44 
18. 20 
16. 00 
13. 70 | 


TABLE VII.—Recommended stumpage to log price ratios 


Western redcedar 
Sitka spruce 
Douglas-fir 

White fir 

Western white pine 
Western hemlock... 


4th quarter 
1956 average 
low prices 


Recom- 
mended 
stumpage 


SSRENS 
SSRSER 


TABLE VIII.—Comparison of recommended rates with rates in effect, 1st quarter, 


1957 


| 


Current 
stumpage 
rates 


Indicated 
stumpage 


| Recom- | 4th quarter 


Species | mended 1956 average Change 


Western redcedar 
Sitka spruce 
Douglas-fir 
Western fir 


Western white pine_- 


34. 25 
27. 50 


22. 25 ; 


28. 00 


$58. 28 | 


58. 14 
49. 35 


= 
vt. 


$19. 96 
15. 99 
31. 95 


ie 


ratios log prices rates 


$14. 
15. 
21. 


13. 


57 | 
70 
79 


70 


19. 50 | 46. 07 7.83 


Norte.—It is recommended that the ratios set forth above be made effective on Apr. 1, 1957. 


} 
| 
44. 00 | 72. 62 | 
Western hemlock 


10. 98 i 7.90 





[Telegram] 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., February 27, 1957. 
RAYONIER, INC., 
Hoquiam, Wash.: 


After review of established stumpage rates under Crane Creek unit, I find that 
changes in the character of the operation and market conditions have so altered 
the situation as to justify changes in existing ratios of stumpage to average log 
price. Therefore, I notify you of intention to establish new ratios pursuant to 
contract procedures and effective April 1, 1957. During this period of notice 
upon request you may consult with superintendent, Western Washington Agency, 
Everett, Wash., concerning such change, proposed ratios being as follows: West- 
ern redcedar, 38.50 percent; Sitka spruce, no change; Douglas-fir, 47.75 percent; 
white or amabilis fir, 18.75 percent; Western white pine 27.75 percent; Western 
hemlock and other species, 19.50 percent ; cedar poles, no change. 


(Signed) HatTrrerp CHILSoN, 
Assistant Secretary of the Interior. 
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[Telegram] 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. 0., February 27, 1957. 


ALOHA LUMBER Corp., 
Aloha, Wash.: 


After review of established stumpage rates under Taholah unit contract, I find 
that changes in the character of the operation and marketing conditions have so 
altered the situation as to justify changes in existing ratios of stumpage to 
average log price. Therefore, I notify you of intention to establish new ratios 
pursuant to contract procedures and effective April 1, 1957. During this period 
of notice upon request you may consult with superintendent, Western Washing- 
ton Agency, Pverett, Wash., concerning such change, proposed ratios being as 
follows: Western redcedar, 34. 25 percent; Sitka spruce, 27.50 percent; Douglas- 
fir, 44 percent; white or amabilis fir, 22.25 percent; western white pine, 28 per- 
cent; western hemlock and other species, 19.50 percent; cedar poles, pulpwood 
salvage, shingle bolts, and shake board, no change. 


' (Signed) HATFIELD CHILSON, 
Assistant Secretary of the Interior. 


Consvu LTATION WitH RAyonIER, INc., HELD AT RAYONIER’S OFFICE IN HOQUIAM, 
WaASH., AT 1: 30 P. M., Marcu 18, 1957 


Representing Rayonier : 
' Len Forrest, manager, Grays Harbor timber division 
Burroughs Anderson, attorney 
Wilton Vincent, assistant to Mr. Forrest 
Earl Simington, chief forester, Grays Harbor division 
Dud Rhebeck, head of accounting department © 
Representing Bureau of Indian Affairs: 
C. W. Ringey, superintendent, Western Washington Agency 
Harold Weaver, area forester, Portland area office 
Winfrid K. Liepe, attorney, regional solicitor office, Portland 
Lynn E. Hatch, assistant area forester, Portland area office 
John W. Libby, forest manager, Western Washington Agency 
‘ Onnie BE. Paakkonen, forest officer in charge, Crane Creek unit, Western 
Washington Agency : 

The consultation was held to discuss the proposed changes of stumpage-to-log 
price ratios on the Crane Creek logging unit, Quinault Indian Reservation. 

Mr. Forrest presented a report entitled “Crane Creek Stumpage Price Study” 
March 1957. Under date of March 18, 1957, he mailed a copy direct to the central 
office. Hach conferee was furnished by Rayonier, Inc., with a copy of Changes 
in Market Conditions, Fourth Quarter, 1956, Compared With Third Quarter, 1955, 
Columbia River-Puget Sound-Grays Harbor Log Market Prices. In this “sum- 
mary” various tables are indicated as “schedules” and they correspond by num- 
ber to the “table” numbers contained in Summary of Stumpage Revaluation 
Report, Crane Creek Logging Unit, Quinault Indian Reservation, Wash., which 
the Bureau presented to Rayonier officials during the consultation held in the 
Portland area office on March 5, 1957. 

Mr. Forrest made a statement to the effect that if a longer period of time was 
needed by all concerned to arrive at the final ratios to be effective April 1, 1957, 
that Rayonier would be agreeable to have the ratios determined at a later date 
and be made retroactive to April 1. 

Rayonier officials presented “highlights” of their detailed report as follows: 

1. The corporation had a difference of opinion as to conditions the secretary 
should consider exercising his discretion under section 10 of the contract. They 
. believed that the ratios should not be changed to cope with “normal fluctuations” 
of the market. 

2. Their operations have not changed in character. 

3. The higher grade of cedar than was originally anticipated is a circumstance. 

4. They believe that all three log markets should be used rather than Puget 
Sound and Grays Harbor market only. 

5. They believed the comparison should be made from the 1955 ratio adjust- 
ment to the present time instead of comparisons between the beginning of the 
contract to the present. They believe little has happened since 1955. 
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6. They took exception to findings of our “summary,” and specifically to 
log values based on figures from The Timberman. 

7. They believed the logging costs used in the Bureau appraisal (summary) 
were unrealistic. 

8. They believed ratio increases for all species, and especially cedar, are 
unwarranted. 

9. They believed that for various reasons operators can afford to bid higher 
prices on short-term sales than on long-term sales, such as Crane Creek. Short- 
term sales involve no risk and little capital investment. The operator can afford 

‘ to take a loss on a small volume rather than shut a mill down. He can balance 
out when high prices under short-term sales are averaged with other stumpage 
at a low price. 

10, They have analyzed recent Bureau offerings of cedar and ‘believe that on 
this basis our ratios for cedar are unrealistic (supervised sales of allotments). 

11. They emphasized that cedar log prices have increased only 25 cents per 

‘ thousand since the inception of the contract. 

12. Appraisal details: 

(a) Labor wages have increased by 2714 cents per hour, not including 
a 7%4-cent increase for welfare fund, since 1951. 

(b) The corporation has knowledge of the logging costs of their 101 dif- 
ferent logging contractors. 

(c) Production per man-day has decreased since 1951. 

(d) The corporation is influenced by “featherbedding’—minimum men 
allowed for crew, etc.—while contractors can get by in some instances with- 
out meeting specific union requirements. 

(e) Rayonier’s costs differ with Bureau’s (1951 appraisal) on items of 
transportation and especially on dumping, booming, rafting, and now the 
cost of scaling of logs by the Scaling Bureau. 

(f ) They stated the quality of their roads is high and therefore the road 
cost is high. 

(g) Engineering costs, which include road surveys and running lines 
around allotments, are high. 

(hk) Felling and bucking costs include log branding (to keep allotments 
separate) costs—one branding man on each logging operation. 

13. Rayonier sells all hemlock, cedar, etc., peeler logs. One of their problems 
is to separate saw logs from pulp logs and to bundle saw logs to prevent ‘“‘sinkers.” 

14. Rayonier’s schedule VI comes close to the Bureau’s recommended rates 
except that Rayonier ignored “quality change.” Schedule VI a-—1 best indicates 
the change that has occurred since the 1955 change in ratios. 

15. Rayonier believed that 10 percent of the unit has been cut as a whole with a 
higher percent of cedar than of hemlock cut to date. 

16. Small size logs give more pulp chips per thousand feet board measure than 
large logs (because of overrun on small logs due to Scriber decimal C log scale). 
Knots are screened out of chips in pulping process. Logs 14 inches and under are 
No. 3 logs. 

17. Rayonier doesn’t recommend new rates, but is attempting to show why our 
recommended changes should not take place. 

18. Rayonier ships logs to Aloha, Moclips, E. C. Miller, and Robert Gray so 
as not to overburden the local market. Rayonier receives hemlock and spruce 
pulp logs in. return. Shelton uses not in excess of 20 percent white fir for pulp 
because the pulp composition must be kept constant. Different types of pulp 
must each be made for cellophane, photo film, X-ray film, tire cord, sausage 
covers, and rayon. 

Views presented by the Bureau officials are as follows: 

1. Western Pine Association reports (ponderosa pine area) production per man- 
day has increased. 

2. Costs of production have remained fairly constant while lumber product 
prices have increased out of proportion in relation to the costs, 

8. The 1951 (Crane Creek) prices appeared to be equal to comparable sales, 
but the Crane Creek prices do not appear to be equal to comparable sales today. 
Some of these comparable sales involve as much as 40 million board-feet. 

4. Hemlock prices (Crane Creek) are about $9 per thousand feet board measure 
as compared to $19 per thousand feet board measure on comparable sales, 

5. Grade of pulp logs appears to be of little importance if the logs are to go 
into pulp. 

6. Question: When should the Secretary use his discretion to divert from the 
ratios and establish new ratios? No satisfactory answer given by Rayonier, 









126 TIMBER SALES—QUINAIELT INDIAN RESERVATION 


except that they felt that new ratios should be established only after extraordi- 
nary circumstances. ‘ 

Mr. Forrest. A. In their effort to justify some sort of increase, the. 
Indian service has gone far afield and has compounded error upon 
error. In the first place, they again have departed from the three- 
market weighted average log prices in actual sales, and instead have 
used quotations as to what log sellers on two of the markets would like 
to receive for their logs. 

B. In an effort to make it appear that there is an extreme increase 
in log prices today as compared to prices on which the initial contract 
prices were based, they have used the wrong starting time. The initial 
prices were based upon averages for the third quarter of 1951. The 
difference between cedar log prices for that date and for the fourth 
quarter of 1956 was only 25 cents. Yet the Indian service would 
compare the lowest cedar price on the log market since then with the 
fourth quarter of 1956 to show a difference of $10.38 instead of 
25 cents. 

Furthermore, if comparisons are to be made, they should be between 
the date of the last increase and the present. Were that done, it 
would show that the present price of cedar has gone down $3.73 rather 
than up $10.38 as the Indian service figures would have it. 

C. The Indian service uses fictitious and speculative grade percent- 
ages for its computations instead of the grade percentages which the © 
contract says shall be used for all purposes. 

Temporarily when we are logging in the better timber, we may get 
' @ greater percentage of high grades than those established by the 
contract. 

By the same token, the Indian service knows as well as we do that 
there are going to be many years of operation in low grade timber 
where our grade recoveries will be well below those established by the 
contract. 

That is why the contract states that for all purposes, and at all 
times the grade percentages shall be as therein stated. 

Nevertheless the Indian service feels free to depart completely from 
the contract and would proceed under new rules that they would make 
to try to justify an increase. 

D. As in their earlier efforts, the Indian service has disregarded 
the facts about logging costs and would arbitrarily fix costs substan- 
tially below our actual costs. 

We have plenty to complain about in the way in which the Indian 
service has tried to administer the contract. We feel they have gone 
well beyond the bounds of reasonable judgment and fairplay. 

The Crane Creek contract was devised to sell and administer all of 
the allotments within the unit as a whole. There are many things 
to be said in favor of that plan. They were enumerated at length at 
the earlier hearings. But when we agreed to cut and pay for all of 
the timber within the unit, we knew, and the Indian service knew, 
that there would be great disparity between timber stands in differ- 
ent areas within the unit. 

They knew and we knew that some of the stands would be profitable 
to us and that some would be unprofitable. 

They knew and we knew that during the 30-year life of the con- 
tract there would be fluctuations in the market price of logs and that 
there would be prosperous times and depressed times. 
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For these reasons, the contract was drawn in this form. 

The original pricing formula was designed to reflect and give effect 
to the normal variables which both parties knew were to be expected 
and encountered. — 

The provisions in the contract were designed to permit departures 
only in case of unexpectable and extreme changes from the conditions 
existing during the period when the contract was devised. 

Certainly there have been no changes during these few years which 
justify a departure from the original basis. 

Mr. Marton. May I interrupt at this point, Senator, and suggest 
that Mr. Forrest read.two paragraphs from the statement concerning 
the report of the Comptroller General. 

I might say that it covers many of the same subjects that are cov- 
ered by the statement he has just made. 

I suggest, Mr. Forrest, that you read the second and third para- 
graphs of your statement on the report of the Comptroller General. 

Mr. Forrest (reading) : 


I believe it strange that any so-called audit made by the General Accounting 
Office of the administration of a timber-cutting contract would not include 
inquiries directed to both parties to the contract and consultation and discussion 
of the matters being studied. 

Neither I, nor so far as I know, anyone else in authority at Rayonier was ever 
interviewed or consulted by any member of the General Accounting Office. I 
would, therefore, judge the so-called audit something less than complete or 
fairly tested. : 

It is apparent from a reading of the audit report that the authors of that in- 
strument have accepted as facts many of the misstatements, misleading gen- 
eralities, erroneous premises and conclusions which exist in the subcommittee 
report and in the BIA reports and calculations. 


(The complete statement is as follows :) 


STATEMENT OF L. J. Forrest Re Report OF THE COMPTROLLER GENERAL 


The report of the Comptroller General to the Congress concerning adminis- 
tration of forest management activities by the Bureau of Indian Affairs, Port- 
land, Oreg., area office, was made available to us for the first time a few days 
ago. It is subject to many of the same comments and criticisms which I have 
directed to the committee report and to the Indian service methods. 

I believe it strange that any so-called audit made by the.General Accounting 
Office of the administration of a timber-cutting contract would not include in- 
quiries directed to both parties to the contract and consultation and discussion 
of the matters being studied. Neither I nor, so far as I know, anyone else in au- 
thority at Rayonier was ever interviewed or consulted by any member of the 
General Accounting Office. I would, therefore, judge the so-called audit some- 
thing less than complete or fairly tested. 

It is apparent from a reading of the audit report that the authors of that in- 
strument have accepted as facts many of the misstatements, misleading gener- 
alities, erroneous premises and conclusions which exist in the subcommittee 
report and in the BIA reports and calculations. t i 

I make the following specific comments on some of the more notable inaccu- 
racies in the audit report : 

1. It proceeds on the erroneous assumption that stumpage prices under the 
Crane Creek contract are to be determined by some manner other than that 
stated in the contract. It erroneously treats as synonymous the term “contract 
‘stumpage rates” and the term “appraisal or reappraisal.” The audit report 
assumes that the contract stumpage rates should properly be the same as prices 
which might be bid on small or relatively small stands of timber which are to be 
logged within a short time. That is not the basis on which the contract was 
offered nor upon which it was entered into by Rayonier. The audit report to- 
tally disregards the fact that there are two parties to this contract and that re- 
visions in the stumpage rate formula must consider the rights and obligations 
of Rayonier as well as the interests of the allotment owners. The audit report 
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does not acknowledge the indisputable fact that a fair price under a 30-year 
contract covering nearly 1 billion feet of timber and with contract limitations 
and burdens cannot properly be measured by prices at which other timber is 
sold under entirely different conditions. 

2. The audit report makes the same erroneous assumption as the subcommittee 
report to the effect that the allotment owners are being charged interest on ad- 
vance payments. That is simply not the case. I repeat that the assumption is 
not warranted or justified just because the Portland office of the Bureau of In- 
dian Affairs, in reporting to its superiors that it recommends a certain dollar 
amount as a fair contract price, went through certain mathematical processes in 
which, without the knowledge of or request by Rayonier, it included Rayonier’s 
interest expense as an item of cost to be properly included as bearing on the 
appraised value of the timber. If the GAO had asked us about that matter, we 
would have informed them just as we did the local officials of the BIA that the 
advance payments was a matter of real cost to Rayonier and was another rea- 
son why the established contract formula should not be tinkered with. I repeat 
again that the contract stumpage rates are not to be computed nor changed by 
application of the conversion return method of appraisal. 

3. The audit report completely disregards the fact that the terms of the Crane 
Creek contract require that for all purposes the grade recoveries of the various 
species of timber were arbitrarily fixed by the contract. It further disregards the 
fact that, while temporarily we might be operating in stands with greater per- 
centages of high-grade timber, we are bound throughout the life of the contract 
to-log many areas which will have a greater percentage of low-grade timber. The 
Crane Creek timber was sold as a whole unit and we purchased it as a whole unit. 
Both parties to the contract knew and the Indians themselves knew that some 
individual allotments had high-quality stands and others had low-quality stands. 
It is the purpose and intent of the contract that the purchaser, Rayonier, pay the 
same unit price for both low- and high-quality timber. We will be penalized when 
we are cutting low-quality timber, but the GAO and the subcommittee staff appar- 
ently would have it that we are not entitled to any offsetting profit when we 
operate in the high-quality stands. That is an improper and unfair attitude. I 
might add at this point that out of 35,000 acres within the unit over 8,000 acres or 
nearly one-fourth is submarginal in that there are only a few scattered trees to 
the acre and those trees are of low quality. They are areas which, if standing 
alone, we would never even accept as a gift much less pay for. Nevertheless, 
under our contract we are obligated to log and pay contract stumpage rates for it. 

4. While, as I have pointed out before, direct appraisal methods are not prop 
erly used in considering contract stumpage rates, the audit report nevertheless 
discusses at length the subject of logging costs. In that discussion it refers to 
logging costs estimates made by the Forest Service as well as logging costs esti- 
mates made by the Bureau of Indian Affairs for use in their calculations under 
the conversion return theory. Solely because of that discussion, I wish to com- 
ment on the inaccuracy and unrealistic character of those estimates. You or I 
or any other person here could sit down with a pencil and paper and make an 
estimate of logging costs. If that were done, no two estimates would be the 
same. Some estimates might be more realistic than others. Some estimates 
might be substantially out of line due to the lack of background knowledge on the 
part of the individual. Or, if the estimator wished for one purpose or another 
to come out with a low figure, he could do so. On the other hand, if in any 
calculation the costs of logging any given tract of timber or of logging several 
tracts of timber one desired to determine and use the actual costs of logging the 
same, he should, I believe, avail himself of the most reliable and accurate sources 
of information. On this subject Rayonier is in as good or better position to deter- 
mine actual logging costs than either the Bureau of Indian Affairs or the Forest 
Service. We have a number of different logging shows, some of which we con- 
duct directly with our own employees and others of which we have logged through 
“gypos” or independent logging contractors. We have more logging contractors 
in western Washington than either the Indian service or the Forest Service, and 
we are therefore in the position to know what it costs to log timber. The logging 
estimates of the Indian service have been grossly lower than our actual logging 
costs, grossly lower than the cost at which they or anyone else could have the tim- 
her logged. The Forest Service is even further from the fact and has become 
increasingly so in the last few years. But, as I have remarked before, the con- 
version rate method of appraisal is an adjustable and variable thing which can 
be tinkered with to produce almost any desired result. Again let me repeat that 
all of this and a great part of the audit report and of the committee report is 








TIMBER SALES—QUINAIELT INDIAN RESERVATION 129 


mere mental exercise because direct appraisal methods have no proper bearing 
upon the contract stumpage rates under the Crane Creek contract. 

Senator Neusercer. I would like to say one thing in defense of the 
General Accounting Office. It is my understanding that their func- 
tion is to audit Government agencies. I do not think the General 
Accounting Office has the authority to audit private corporations or 
companies. 

Mr. Forrest. Our point is simply this: Where they are reviewing 
our contract and the administration of the contract and are making 
such grave charges, certainly we would have expected them to come 
and discuss the points with us and perhaps some of the erroneous 
conclusions would have been avoided. 

Senator Neupercer. I think most of their criticism was not of 
Rayonier, but of the Bureau of Indian Affairs. I am not making a 
general defense of the specific allegations, but of the procedure of 
the General Accounting Office so that you will have a fairly clear 
picture of that. 

Senator Goldwater, do you have any questions of Mr. Forrest ? 

Senator Gotpwater. Mr. Chairman, I—— 

Mr. Forrest. Pardon me, Senator. 

Mr. Wolf, this is a type map of. the Crane Creek area. It is a very 
interesting one and I know that you will enjoy it because it was made 
in 1951 and it was part of our appraisal of the property. 

I might state, Senator, that in this 35,000 acres there are 8,871 
acres of “non-merch”; 8,871. That is equivalent to 110 allotments 
out of the 400. 

Mr. Cosurn. Will you explain for the record what you mean by 

“non-merch” ? 

Mr. Forrest. Nonmerchantable timber is timber that cannot be sold 
or logged profitably. There are a few scattered merchantable trees 
in the nonmerchantable area that under the terms of this contract we 
may have to go and get despite the fact that it may cost us a small 
fortune to get them, but that is under the contract. 

The audit report completely disregards the fact that the terms of 
the Crane Creek contract require that for all purposes the grade 
recoveries of the various species of timber were arbitrarily fixed by 
the contract. 

It further disregards the fact that while temporarily we might be 
operating in stands with greater percentage of high-grade timber we 
are bound throughout the ‘life of the contract to log many areas which 
will have a greater percentage of low-grade timber. 

The Crane Creek timber was sold as a whole unit and we purchased 
it as a whole unit. 

Both parties to the contract knew and the Indians themselves knew 
that some individual allotments had high-quality stands and others 
had low-quality stands. 

It is the purpose and intent of the contract that the purchaser, 
Rayonier, pay the same unit price for both low- and high-grade 
timber. 

We will be penalized when we are cutting low-quality timber, but 
the GAO and the subcommittee staff apparently would have it ‘that 
we are not entitled to any offsetting profit when we operate in the 
high-quality stands. 

That is an improper and unfair attitude. 
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I might add at this point that out of the 35,000 acres within the 
unit, over 8,000 acres, or nearly one-fourth, is submarginal in that 
there are only a few scattered trees to the acre and those trees are of 
low quality. They are areas which if standing alone we would never 
even accept as a gift, much less pay for. 

Nevertheless, under our contract we are obligated to log them and 
pay contract stumpage prices for them. 

I would like to put this in the record. 

Senator Neupercer. It will be received as an exhibit, without 
objection. I am not sure what facilities we have for reproducing 
such an extensive map, but it will be received as an exhibit and retained 
by the committee, Mr. Forrest. ; 

Mr. Marton. That, as Mr. Forrest said, was drawn by Rayonier 
when it was considering whether it would or would not enter inte 
this contract and it is especially interesting for that purpose. 

Senator Neupercer. Is the date on it when it was prepared ? 

Mr. Forrest. 1951, down in the lower righthand corner. 

Mr. Gamste. It is dated December 1951. 

Senator Neupercer. Senator Goldwater, do you have any questions 
of Mr. Forrest? 

Senator GotpwaTer. Just a few. 

Mr. Forrest, were there any other bidders on this offered sale? 

Mr. Forrest. No, at neither sale, the first sale in 1949, there were 
no bidders, and we defaulted that; we gave up our advance deposit 
and did not go through with the contract. 

The second time the timber was put up in 1952 we again were the 
low bidders. 

Senator Gotpwater. You defaulted in 1949? 

Mr. Forrest. -Yes. 

Senator Gotpwatrr. How much did you default? 

Mr. Forrest. $163,000. 

Senator Gotpwatrer. Why did you default ? 

Mr. Forrest. There were several reasons: ; 

One, we attempted to get Secretary Chapman to change the terms 
of this contract. We did not like the terms of it. We thought the 
pricing formula should be more precise, give us more rights than we 
now have. 

The second reason was the terms of the contract itself are very severe 
to a purchaser. 

A third reason was the fact that the log market had suffered a 
very severe decline, much in the same manner that the log market is 
going through a decline right now. 

We attempted to get the Secretary to invoke paragraph 10 and 
give us a lesser stumpage rate at that time until we got the contract 
underway. We understood that the original development cost of the 
contract is very substantial. 

Then the Secretary at that time told us that paragraph 10 was to 
be used only under extreme circumstances and was not to be viewed 
as permitting ratio adjustments under the existing conditions. . 

Senator Gorpwater. Now, in 1951 or 1952, when yon entered into 
the second contract, did you get better terms from Secretary Chap- 
man at that time than you would have had had you taken it in 
1949? 

Mr. Forrest. No, he stood firm. 
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Senator Gotpwater. You took the contract anyway ? 

Mr. Forrest. We finally did. 

Senator Gotpwarer. If you had not taken this, do you think that 
anybody else would have come along in the intervening years and 
gone in that area? 

Mr. Forrest. Parts of it they would, Senator, because part of this 
unit is fairly good timber. Some of it is good timber. 

Mrs. Slade’s allotment is. But there is a vast amount that is sub- 
marginal that they would never be able to sell under any circum- 
stances. 

Senator Gotpwater. Do you have to build the roads? 

Mr. Forrest. Yes, we build all our own roads. 

Senator GotpwaTer. How much do you think that will cost you? 

Mr. Forrest. We are going to have to build 225 miles of road in 
this 35,000 acres before we have completed with the unit. Our esti- 
mate of cost is $4 million. 

Senator Gotpwater. In an area like that that is allotted lands, the 
forest is not under the Forest Service, who provides fire protection ? 

Mr. Forrest. We provide fire protection on this unit. We are ob- 
ligated urider the terms of the contract to provide fire protection. 

Senator Gotpwater. How much does that cost you? 

Mr. Forrest. We have that lumped, Senator, with safety and gen- 
eral supervision and fire protection, in 1954 it cost us $4.16. 

In 1955, $2.84. 

In 1956, $3.56. 

That is per thousand feet. 
Senator Gotpwarter., Now, you advanced $3 million on this contract ? 
Mr. Forrest. ‘Yes, in excess of $3 million. 

Senator Gotpwater. Did you have to borrow it? 

Mr. Forrest. Yes. 

Senator Gotpwater. Would you mind telling us what interest rate 
you paid ? 

Mr. Forrest. I think it is in our annual statement, Senator. 

As a matter of fact, we borrowed $100 million. Three and three- 
quarters percent. 

Senator Gotpwater. It cost you about $118,000 a year, then ? 

Mr. Forrest. For this? 

Senator Gorpwater. Yes. I just. wanted to get that figure, Mr. 
Chairman. I do not know enough of the details of the complaint that 
the Indians are being charged interest to comment on it, nor do I want 
to comment on its being a proper charge or improper charge in this 
case, because I do not know enough about it. , 

But certainly interest rates are a very important part of the computa- 
tion of the profit. That is an exceptionally high rate of interest for 
that money. . 

If the company is not figuring it, I think they should be figuring 
itin. Ithink the Indian Bureau should allow it. ‘ 

It isnot improper. It isa decided cost of doing business. 

I would not like to see the committee take the attitude that it 
would be an improper part of any figure going into the making up of a 
profit:or making up the company’s mind as to the desirability of this 
contract. 

I have no other questions, except I would like to comment with just 
one sentence on the GAO and timber. 
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We ran into them on the Aztec land and cattle deal on this com- 
mittee 3 years ago, and they are at great variance with the Forest 
Service and I believe also with the Indian Bureau on stumpage values. 

I am not an expert enough to say whether they are right or wrong, 
but their attitude prevented the Federal Government from acquiring 

‘about 98,000 acres of good timberland in Arizona that has since 
gone through private transfer into private hands. 

I just want to comment on that because we have had experience. 

If the committee wanted to refer to that particular incident, I think 
they would find discrepancies between the GAO and the Forest Service 
and other outfits in the Government that value timber. ' 

Senator Nevpercer. Thank you, Senator. 

Mr. Wolf? ! 

Mr. Woxr. I have one question I wanted to ask you, Mr. Forrest. 

When you made that type map did you also make a cruise of the 
timber ? 

Mr. Forres’r. Yes, we have an aerial cruise and‘the topography of 
the timberland. 

Mr. Wotr. You had a complete and up-to-date cruise? 

Mr. Forrest. Yes. 

Senator Nevpercer. At that time? 

Mr. Forrest. Yes, indeed. 

Senator Neusercer. Mr. Coburn, do you have any questions? 

Mr. Copurn. In a prefatory way I would like to say many of the 
points raised by the Rayonier representatives as to the GAO and 
our figures in the staff report will be answered in testimony later on 
by the GAO and by Mr. Wolf, but I think there is a discrepancy in 
the testimony that perhaps you would like to clarify. 

On page 2 of your statement where you are reminding the commit- 
tee of several basic facts, paragraph 1, you say, and I quote: 

The plan under which the Crane Creek unit was sold and the contract terms 
were initiated and devised by the Indians and the Bureau of Indian Affairs. 
Rayonier had no part either in conceiving the plan or in drafting the contract. 

In your protest which you filed for the records of the committee, 
on page 4 of the letter dated March 18 to Mr. C. W. Rigney, the 
second paragraph ; : 

Mr. Forrest, This paragraph in the statement to Mr. Rigney refers, 
I believe, to our efforts to have Secretary Chapman change the terms. 

Mr. Copurn. You say: 

In 1949 to 1950 this contract was the subject of numerous conferences between 
our respective representatives and all provisions of the contract were discussed 
exhaustively. F 

Then you go on to say what you gathered from what the Secretary 
told you as to section 10. 

Now, is that, or is that not a discrepancy ? 

Mr. Forrest. I don’t think it is. What we were discussing here, 
was simply this: 

We wanted the contract form that we were now living with changed. 
He would not do it. So we had no part in conceiving the contract 
at all. 

We were handed the contract and “Here is what you are bidding on.” 
We attempted, of course, to have some provisions changed. 
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In all fairness it was not Secretary Chapman. It was Under Secre- 
tary Warne. 

Mr. Copurn. In the course of those interviews with Mr. Warne, did 
you not suggest certain contract changes and modifications ? ; 

Mr. Forrest. They are on record. 

Mr. Cosurn. So you were discussing the terms of the contract that 
you wanted at least. 

Mr. Marton. The contract form had already been established. We 
were trying to get them to change that, but they said no. 

Mr. Cosurn. Are you speaking now of the form or substance? 

Mr. Marton. Both. The words in that contract were already pre- 
pared before the property was offered for sale in 1949. 

In the protest when reference is made to negotiationss had concern- 
ing the contract, we tried to get them to change that form, the form 
of the contract on which this timber was being sold. 

Now, trying to get him to change a contract form which had already 
been prepared in negotiations to try to do it, but our negotiations got 
nowhere. 

We were trying to get them to change something that had already 
been accomplished. ‘To try to distinguish form and substance, cer- 
tainly a change in form would change the substance. 

Mr. Conurn. What was it specifically you were after, Mr. Marion? 

Mr. Marton. I think you will find in the record of the prior hearings 
some lengthy correspondence in which we asked for clarification of 

that. We wanted to have rights which we could enforce. We wanted 
a pricing formula which we knew what they were and by which we 
could control and protect our rights. 

I don’t recall all the numerous other ones; there was a question at 
that time as to how many allotments would be placed under the con- 
tract. We had this whole area; we wanted to be sure there were going 

' to be enough good allotments so that the contract would be profitable 
because of the many poor allotments which were also included. 

I don’t recall offhand, but there were numerous points that we 
wanted improvement on. 

Mr. Cosurn. Your discussion then, according to your statement, 
was not primarily concerned with the price provisions of the contract? 


Mr. Marton. That was one of the major items of discussion; yes. . 


Mr. Copurn. Would you say it was basic? 

Mr. Marton. When you say “basic,” it was an important part. 

Now, as it developed, there were various risks that we then foresaw 
and considered as to whether we should take those risks, knowing 
of the predominance of cedar in the stand, the volatile character of the 
_ cedar market, the huge sums involved, the long period of the contract, 
the facts we had to log in poor times as well as good, we were limited 
as to the maximum amount we could log, were not free to deal with 
others in disposing of that timber, there are just endless factors, and 
including what it would cost us to borrow the money to use to make 
these advance payments and finance the operation—— 

Mr. Cosurn. Did you mention them at that time? 

Mr. Marton. Those are all factors. I am sure you will find the 
letter Mr. Forrest wrote in which he did mention the interest factor. 

But those all go to make a contract price. 
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There was no provision, it was never thought that the contract 
price would be determined by this so-called conversion return method 
of appraisal. 

In fact, quite the contrary is true because the contract simply fails 
to mention that. 

Senator Nevsercer. When was this interest charge first to be as- 
sessed against the sellers of the timber; what date? 

Mr. Marton. It has never been assessed against the sellers of the 
timber, Senator Neuberger. I think perhaps you do not understand 
the way the thing came about. 

The Indian Service office uses, in fact everybody in the timber 
business uses, the conversion return method of appraisal. It is just 
like a doctor taking a patient’s temperature every time he sees him. 
It is one of your check points. 

But the Indian Service office apparently, when it reaches a figure, 
say $8, that it thinks is a fair stumpage rate, then it wants to justify 
the figure which it has reached. 

Apparently the process or the custom of their office is such that they 
have to support this by reducing it to the conversion return formula 
mathematics. 

So when we told them in our discussions why we thought an increase 
in the ratio of stumpage to log prices was not warranted, we sub- 
mitted to them our cost figures. 

Now, those cost figures we submitted to them did not include any 
part of our interest cost. We had not included those in the cost when 
we were saying here is what this thing is costing us in our direct 
logging cost. 

Then because the Indian Service had such a very low figure—their 
$34, compared to our $47—we said to them that we have a substantial 
item of cost which we have not even included here and that is interest 
we are paying on this debt. 

We did not ask them to include that interest factor in their con- 
vesion return computations. 

We did not even know they had included it. And since the con- 
version return method of appraisal is not a proper part of this con- 
tract, the contract price is not measured by that. Simply because 
the Indian Service, in having to make a report to its superiors, pro- 
jected some _—— in which they included in our interest cost as an 
item, everybody picks it up from there and says the Indians are being 
charged interest, which simply is not the fact. 

Mr. Cosurn. The Indian Bureau has done it again. In their most 
recent summary of stumpage revaluation report for the Crane Creek 
logging unit, Quinault Reservation, which has never, I take it, been 
furnished Rayonier 

Mr. Forrest. I don’t think he have it. 

Mr. Cosurn. You have not received the revaluation report ? 

Mr. Forrest. I have four pages of the summary. 

Mr. Cozurn. It is in there? 

Mr. Forrest. Oh, yes. : 

Mr. Cosurn. For purposes of clarifying the discussion and to show 
-how the Indian Bureau operates on this one matter, I will quote from 
= ‘ on page 3 of the aforesaid report only with regard to western 
redcedar. 
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The same method was used for each specie. For western redcedar 
they allow a profit and risk factor of 1.12. 

I am advised by the profesional forestry consultant. that is a per- 
centage figure, although the rest of the figures are in dollars, 1.12 per- 
cent for profit and risk factor.” 

For the fourth quarter of 1956, log values are priced at $63.45. 

Here is what they start to take away from that price. They take 
away logging costs of $34 per thousand, less interest. of $1.57, then 
there is an item for profit and risk which is subtracted; $6.63, so the 
Indian Bureau comes out with a stumpage rate of $21.25. 

That is their direct appraisal method. 

Mr. Forrest. May I comment on that ? 

First, the $63.45 is not the fourth quarter of 1956 log prices as 
provided for in the contract. The $63.45 is the result of a revised log 
grading schedule which they dreamed up. 

Now, taking the other feature, they say less logging costs of $34. 
Anyone can sit in an ivory tower and figure logging costs and figure 
them any way he wants to and come out any way he wants to. 

We feel we know what the loging costs are. We figure we have 
done more logging operations in the Olympic Peninsula than any 
other company, including the Indian service and Forest Service 
combined. 

So we submitted $42.89. Those were our actual logging costs for 
1956, and it did not include interest. 

They say logging costs of $34. For a test I took a look-see at all 
of the larger of our one-hundred-some contractors on the peninsula. 
I do not see a single logging cost that would approach $34 anyplace 
on the peninsula. 

They range from $36, $43, $41, $36.50, that range. 

When the Indian service says $34 logging costs, to us that is 
ridiculous because you can’t do it for that. 

The rest of it, then, does not make sense. They could have $5 in 
there for interest if they want to. It would make no difference to 
us because it is not giving us our actual logging costs, which are far 
greater than Indian service estimates. 

Mr. Cosurn. I ‘was pointing out how the Indian Bureau arrived 
finally at the stumpage price. 

Senator Neusercer. When did this start, the computing of the 
interest ? : 

Mr. Forrest. 1955. 

Senator Neupercer. Were you satisfied before without the interest 
computation ? 

Mr. Forrest. We were satisfied to this extent: We believe that the 
contract, the conversion return appraisal has no place in this contract. 
The contract sets forth the bid price, the weighted log prices, and 
develops a ratio. 

If they intended to have a reappraisal clause in this contract, they 
would have to put one in. It is in many Forest Service contrac’‘s, 
and certainly it has been in other Indian service contracts. 

Mr. Conurn. You are not against the conversion return factor as 
such? You are just against their using it when it is not in the 
contract ; is that it ? ; 
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Mr. Forrest. No; your conversion return theory is one of the tests 
you have to use whenever you buy timber or whenever you log it. 

Mr. Cosurn. You do not object to the Forest Service using it, do 
you? 

Mr. Forrest. No. It would not do any good if we did. 

Mr. Cosurn. What is a better way of arriving at true market value? 

Mr. Forrest. It is one of the items to consider in getting true market 
value.. You have to consider grade of timber. 

In this particular case you must consider the contract restrictions. 
You must consider the fact that you have a limited cut every year. 
All of those things are items that must be considered in an appraisal. 

Mr. Marton. If I may add to that, Mr. Coburn, I am afraid that 
neither you nor some of the others bear in mind all the time that you 
are looking for a contract price of timber under a contract and of the 
size and dimensions of this. 

You simply cannot regard that in the same terms as you would 
appre a relatively small stand of timber that can be cut in a matter 
of a few years which involves very little risk to the purchaser. 

The two simply are not comparable. Here we are seeking a con- 
tract price under these terms for this timber. We are not looking for 
fair market value of a relatively small stand of timber. That is 
something that you people seem to forget all the time. ' 

Senator Neupercer. Are there any other questions of Mr. Forrest 
or Mr. Marion? 

Mr. Worr. I would just like to cover one point here. 

Mr. Forrest mentioned a computation in the committee report 
regarding a tract of timber they purchased. I believe that was the 
Matheny Creek sale. 

You indicated you had difficulty in ascertaining out how the com- 
mittee arrived at that figure. It was arrived at by assuming that the 
bid price would prevail for the life of the contract. 

There is no way of knowing in a reappraisal contract whether or 
not it will. At the time the committee report was prepared we did 
not know what the subsequent reappraisal might reveal. 

We now do know that and so the record is clear. I think it should 
show that cedar, which was appraised originally by the Forest Serv- 
ice at $3.50:and bid in by Rayonier at $14, was reappraised in 1956 
at. $26.30. 

Hemlock, which was appraised at $1.85, bid in at $16, was reap- 
praised at $11.75. 

White fir, similarly appraised at $1.85, bid in at $16, was reap- 
praised at $14.10. , 

‘ Dongins- fix; appraised at $8.40 bid in at $30, was reappraised at 
43.20. 
ARTS eppprizet at $3.80, bid $16, is now priced at $18.15. 

at would indicate that the prices on this contract were well above 
the figures that you said which would be $6.66 according to the 
record. 

I believe that. is the figure here. 

I think the average you bid, the cut on the bid rates, and the aver- 
age you will pay for the rest of the timber will come out somewhere 
near the neighborhood of $14. 

Mr. Forrest. I haven’t that figure here. Mr. Wolf, I read that as 
saying that is the average price we paid for Forest Service timber. 














TIMBER SALES—QUINAIELT INDIAN RESERVATION 137 


Mr. Wotr. No; it was not intended to describe the average price 
for 1955. 


Mr. Marton. What does it say ? 

Mr. Wotr. That was based upon the average bid rate. 

Mr. Marton. What does it say ? 

Mr. Worr. “At the same time Rayonier was paying an average of 
$20.60 for national-forest timber.” That refers to an average price 
bid. 

Mr. Marton. It says we were paying $20.60 for national-forest 
timber, which is about twice as much as we were paying on the average. 

Senator Neusercer. What were you paying on the average, Mr. 
Marion / 

Mr. Marton. In 1 year $9.33. 

Mr. Forrest. $12.19 in 1955. 

Mr. Wotr. You had a number of old-time contracts ? 

Mr. Forrest. No, a couple of new ones. 

Mr. Wotr. These are based on those you bid in 1954 ? 

Senator Neusercer. How do your Forest Service prices at the same 
date compare with the Quinault Indian prices of the same date? 

Mr. Forrest. They are not comparable at all. 

Senator Neupercer. You are paying the Forest Service more for 
contracts of the same date / 

Mr. Forrest. Yes; but we are also buying short-term sales and 
better timber. 

For instance, this Matheny Creek sale that Mr. Wolf mentioned, 
T will tell you about that. That was about 35 percent peeler and 
No. 1 hemlock. 

Grays Harbor Veneer, which ; is a small concern on Grays Harbor, 
- approached us and said they wanted to buy the No. 1 and the peeler 

from that sale. They frankly gave us over market prices for it. 

You can afford to do that when you get high-grade timber for which 
you have a willing and anxious buyer. 

Mr. Woxr. On the question of timber accessibility, I might say that,. 
in a subsequent calculation, the Bureau of Indian Affairs log values 
that they used in their direct t appraisal were substituted for the log 

values used by the Forest Service but the grades used by the Forest 
Service in reappraising the Matheny tr acts were retained. The Bu- 
reau of Indian Affairs direct logging costs were substituted for the 
higher Service figures, and the Bureau of Indian Affairs is somewhat 
righer. 

The Forest Service estimate for transportation and road construc- 
tion were retained because they are peculiar to that timber. 

The profit and risk allowance allowed by the Forest Service in the 
reappraisal was retained. The result is that if the Indian service 
data were used by the Forest Service in reappraising the Matheny 
Creek sale, they would have to pay you 40 cents a thousand to take 
the hemlock away. 

If that hemlock is the most valuable hemlock you have seen around 
there, I find it difficult to envisage that anybody would pay 40 cents: 
a thousand to take it out. 

Mr. Forrest. You take that same hemlock and mix up about 8,000 
acres of nonmerchantable timber of which a very heavy percentage: 
is very low grade upon which you are going to lose money, then cer- 
tainly you would appraise it much differently. 

93277—57——10 
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Mr. Wor. This is solely in relation to the Matheny Creek timber. 
If the Bureau of Indian Affairs data were used by the Forest Service 
in arriving at the prices on the Matheny Creek sale and reappraised in 
1956, they would have charged you $19.27 for cedar instead of $26.30. 
They would have a minus 43-cent stumpage rate instead of $11.75, for 
hemlock. 

Now, it seems unusual to me that two agencies appraising timber 
side by side, supposedly using average costs and average log values, 
would come out with two such radically different prices. 

The Forest Service in the Matheny Creek sale was using identical 
data they have been using in sales that they have been making regu- 
larly alten to 1, 2, 3, or 4 bidders in that portion of the Olympic 
Peninsula Forest. 

They are not using any unusual data. 

Mr. Marton. Mr. Wolf, you are still disregarding some very im- 
portant factors here. 

One, the Crane Creek contract prices are not based on any appraisal 
method. So these appraisals are actually immaterial to the question 
of what does the contract call for. 

You are also disregarding the fact that we are looking here for a 
contract price on timber on 35,000 acres which is subject to a 30-year 
contract. 

You are simply disregarding basic economic facts in this thing. 

Mr. Woxr. The original appraisal made by the Bureau of Indian 
Affairs on that timber was based on the so-called direct appraisal using 
conversion return. 

They arrived at stumpage rate of $13.30. Is that correct? That 
is what you bid ? 

Mr. Marton. Regardless of how they arrived at 

Mr. Wo tr. Subsequently they divided the existing log values as 
prescribed by the contract by that rate and arrived at a ratio which I 
think was 23.44 percent for cedar. 

Thereafter the price of cedar became 23.44 percent of a log price 
prescribed by a procedure in the contract. 

Now, they used the direct appraisal in order to get the initial 
stumpage rate, and they subsequently adjusted by this ratio, and the 
direct appraisal is certainly a part of it because the stumpage rate was 
what was initially announced and comes out of a combination of log 
value and direct appraisal. : 

Mr. Marton. Will you grant that the basis on which Rayonier com- 
mitted itself to purchase this timber was not based on any conversion 
return theory? That was one thing included among many consider- 
ations. ; 

But the contract does not provide for reappraisal and changing 
prices based on reappraisals. 

The numerous considerations which went on in our minds are just 
as important as these mental processes of the Indian Service. 

There are two sides to the coin. 

Mr. Woxr. I would agree there are two sides to this. The major 
problem, though, I think, and one which you may not understand 
from the committee analysis standpoint, was that the Bureau of 
Indian Affairs is using a direct appraisal to establish the stumpage 
rate to thereafter establish a ratio, so their direct appraisal does enter 
into it. 
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It entered into the 1955 revision. 

IT am not going to comment now on the propriety of what the Bureau 
of Indian Affairs does, but it is unusual, I think in looking at this 
revision, that they have five different values for cedar in the different 
appraisals that they are making. 

Now, from your standpoint, I think you have a real problem. 
There should be only 1 log value for the cedar, not 5 log values. But 
those are problems beyond my scope or jurisdiction. 

Senator Nruspercer. Before you gentlemen leave the stand, I want 
to ask this question : 

I see that Secretary Chilson has arrived. Isn’t much of the trouble 
-due to the fact that you are trying to work out this 30-year contract 
for the sale of this large block of timber and to average out a price? 
Ts that not the root of much of this difficulty ? 

Mr. Marton. That is what makes it impossible to compare proper 
contract, rates under that type of contract with the short-term sales. 

You have a large block that is all committed as opposed to a smaller 
block which I think you have in mind, sir. 

Senator Neusercer. Who in 1938 could have foreseen World War II 
and all the inflation attendant upon it and the vast rise in timber 
values a few years later, much less 30 years later ¢ 

The Bible says the seventh son of the seventh son has the gift of 
prophecy. I do not know anybody who is like that. 

Mr. Marton. We would all be working less hard and would have 
-a lot more money if we had those capacities. 

Senator Nrvupercer. Thank you very much, Mr. Marion and Mr. 
Forrest, for being here. 

I just want to say this for your information because it is obvious 
we are not going to complete all the witnesses today, such as the 
people from the Indian Affairs Bureau who should have a chance 
to defend themselves and the General Accounting Office people and 
Mr. Wolf who has some testimony. 

We are going to meet again at 10:30 in this room next Wednesday 
morning to hear those people. 

Mr. Marron. Thank you, sir. 

Senator Neupercer. Secretary Chilson, we will be very happy to 
hear you now. 

Mr. Secretary, we certainly appreciate your consideration in coming 
here today. I know this has been a busy morning for you, that you 
_ had a cabinet meeting where you have represented Secretary 
Seaton. 

We hope you will extend to Secretary Seaton our best wishes for an 
early recovery. 


STATEMENT OF HON. 0. HATFIELD CHILSON, ASSISTANT 
‘ SECRETARY OF THE INTERIOR 


Mr. Cutrson. I will. 

May I say, Mr. Chairman, that I am glad I could be here because 
I think this is a matter of considerable importance. I think perhaps 
much can be accomplished by a full perusal of this whole situation. 

Senator Neusercer. Before you commence, Mr. Secretary, I would 
like to say that I placed in the hearing record your letter to me of 
April 10, about the proposed new prices for this stumpage which you 
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suggested be made retroactive to April 1, and my reply to you. (See 

pp. 9-13.) 

Mr. Cumson. Yes. 

Mr. Chairman, I ought to answer for the record the question which 
you asked in your last letter. 

As I have been informed under this contract we can make the change 
in ratios once each year at the beginning of any quarter upon 30 days’ 
notice. Soconsequently, if we make the change in ratios effective as of 
April 1, we cannot make the ratios again for another 12-month period. 

y believe that clears up the question which you asked in your letter. 

Senator NEUBERGER. T just want to ask one thing. I am not fully 
familiar with all the terms of this contract, but let me ask this one 
question : 

-Assuming that the promulgation of these new ratios was delayed 
until sometime in May, could you still legally under the contract make 
them retroactive to April 1 at that time? 

Mr. Cumison. We could if the companies would agree. That is the 
information that I have from the Solicitor’s Office. 

Senator Neusrrerr. Would there be any change, though, in the cost 
rates and prerogatives such as on agreeing whether the date were 
April 15, or, let us say, May 15, after there had been more opportunity 
for review of the situation? Would there be any difference in the 
legal rights ? 

Mr. Hitson. I don’t know. Answering your question as a lawyer, 
I think that the terms of any agreement may be varied by agreement 
so if the companies and the Department would agree to a variation, I 
think it would be binding. 

Senator NEuBERGER. The only reason I was wondering is if the 
committee had a longer time for a review of the proposed new prices. 
That was the only question I was asking about. 

Mr. Cuutson. If the companies would agree to a further extension 
as they did agree to the extension to April 15, I think it could well be 
retroactive then to April 1. 

Senator Nreupercer. This is certainly a very complicated matter. 
It has been my feeling that if we did have 1 or 2 hearings on the subject 
and we obtained your testimony, that of Indian allottees, the Rayonier 
Co., and the General Accounting Office, and people on the technical 
staff of the committee, perhaps you yourself might have a better basis 
for arriving at a fair new ratio. 

_ Mr. Cuutson. I am sure I would. We welcome these hearings be- 
cause I think everybody will have a better understanding of this situa- 
tion and the facts as a result of this hearing. 

Senator Neupercer. Mr. Secretary, if you have any statement at all 
to make, we will be pleased to receive it. Then I am going to let some 
of the questioning be done, because it is of a very technical nature, by 
Mr. Coburn and Mr. Wolf, if they do have any. 

I know you have your staff here with you and that you will want 
them to participate in some of this. 

Mr. Cuitson. I have no statement. I think perhaps more could be 
accomplished—I don’t know what has gone on here this morning, so I 
would be willing to try to answer any questions I can. i 

I cannot answer any technical questions because I don’t know enough 
about the subject. 
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Senator Neuspercer. You and I are very much in the same boat. 
You can’t answer technical questions; I do not think I can ask any 
technical questions. 

But you have your staff here and I know they can assist you and 
the committee staff can assist me. 

Mr. Coburn, do you have any questions you would like to ask the 
Secretary and his staff ? . 

Mr. Cosurn. I have some questions. I think the Secretary is pretty 
well precluded from taking any drastic action to abrogate or change 
the conditions of the contracts now in effect. 

I felt that what the committee might be interested in knowing from 
the Secretary, though, is the general policy regarding the disposal of 
the Indian timber on the Queets unit. 

Mr. Cutrson. I will answer that as best I can because I just got 
into that Queets matter recently. 

I was shown a map of the lands that have a patent in fee, the lands 
that are under allotment, and the lands, a small area, I believe, that 
are in tribal ownership. 

In glancing at the map it shows such a scattered pattern on there | 
that the problem of the overall development of the disposition of the 
timber sales in that area, I think, is very complicated. 

Consequently, as a matter of policy, I frankly cannot answer be- 
cause I do not know what the policy should be. 

We do have the policy, as I think you are aware of, of granting the 
patents in fee. We have carried on supervised timber sales for some 
of the individual allottees and also I believe some sales, not only of 
the timber, but the land itself for some of the Indians. 

I believe that is about as good an answer as I can give you at this 

time. 

Mr. Cosurn. Mr. Secretary, have your plans developed to such an 
extent that you can say whether or not the allotted lands up there 
will be placed in a unit sale cf long-term, high-volume proportions? 

Mr. Cuitson. You mean similar to these units? 

Mr. Cosurn. Yes. 

Mr. Cutison. No, as a matter of policy, I can’t, but as a practical 
matter and what little I have seen of it, just glancing at this map and 
how it is now cut up, I can hardly conceive as a practical matter that 
we could enter into a similar agreement as was done on the Crane 
‘Creek unit and Taholah. 

I might be wrong about that. It depends, I think, on a lot of techni- 
calities in forestry and disposition and sale. 

My own impression of this, and looking at the division of owner- 
ship, is that it would be very difficult to handle it as we have on the 
‘Crane Creek and Taholah units. 

Mr. Cosurn. Do you agree with the committee’s recommendations 
on the question of high-volume, long-term sales ? 

Mr. Pome As a general rule, we certainly do. We think that 
the short-term, small block, competitive sale, is much the better way 
to handle timber sales. 

Mr. Cosvrn. You don’t know whether that policy can be applied to 
the Queets unit? 

Mr. Cutrson. No, I don’t. There has been some attempt. 

I could not detail the attempts that have been made to make the 
sales in that area. 
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Apparently it has offered some difficulty. 

If you wish to’go into that I think the Indian Bureau foresters can 
tell you what efforts have been made along that line. 

I world say at this time so far as the Queets unit is concerned, it 
was s*i'! open market. I don’t think we have any policy other than 
the policy that we have followed of granting patents in fee when the 
Indians request it. 

Mr. Cosurn. Have you taken any position in regard to the com- 
mittee’s recommendation concerning the need for more consultation 
with the Indian both on and off the reservation as to the disposal of 
his timber ? 

Mr. Cutson. Yes, as a general policy we believe that as much con- 
sultation as possible should be made with the Indians in the disposi- 
tion or management of their property. 

Mr. Cosurn. Are there any specific plans to make these consulta- 
tions more effective than they have been in the past ? 

Mr. Cutison. I believe you will have to address that to the Indian 
Bureau, the extent to which it has been carried out. 

Senator Neupercer. Is there somebody in the Indian Bureau who 
is here accompanying the Secretary who would like to answer that 
particular question ? 

Mr. Ler. Yes. 

My name is Rex Lee, of the Bureau of Indian A ffairs. 

The agency has taken steps to advise all of its field personnel to 
provide complete consultation with the Indians. 

Now, we do have a problem on these large units. I think it was 
brought out this morning. There have been differences of opinion 
in the tribal organization. 

Certainly in terms of any individual that has an interest in the 
contract getting information, we have been instructed to give that 
information. 

Now, there was some difficulty mentioned this morning about an .- 
attorney who represented an Indian getting some information. 

Certainly we feel that that information should have been given. I 
don’t know what the difficulty was in that particular case. 

We are prepared to check it for you and give you a complete answer. 

Senator Nrupercer. Would you do that , please ? 

(Information not supplied.) 

Mr. Lee. But our instructions to our field personnel are complete 
information, complete consultation to all of the affected persons. 

I say again on a reservation such as the Quinaielt where there is a 
difference of opinion on the tribal organization, it is difficult to get 
any group for consultation that represent all of the people. 

I think the chairman of the Quinaielt Council indicated to you 
this morning that they represent the people only on the reservation. 
There are a good many hundreds of people that are scattered all the 
way from New York to Seattle that have allotments there. 

There are some real difficulties. We don’t have the final answer on 
how to pull all the people in for complete consultation. 

Mr. Conurn. We can agree that the basis of this problem is the 
number of Indian allottees in various sections of the country and that 
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to consult with them in the narrow, strict sense of the word would 
be difficult. 

Mr. Ler. It would be impossible. We would certainly be open to 
any suggestions you might have on how to do that. 

Mr. Copurn. Mr. Wain had some suggestions this morning about 
business advisory groups. Have you given that any consideration? 

Mr. Ler. Mr. Kephart has been working on the problem. 

Mr. Keruarr. My name is George Kephart, in the Bureau of In- 
dian Affairs. 

If I can go back just a little, sir, to these requests for information, 
the first knowledge we had within the central office of the Indian Bu- 
reau regarding the group that Mr. McLeod is representing was a tele- 

ram that we received saying that Mr. McLeod had been designated 

vy them to represent them and asking that the information be fur- 
nished him. 

So we immediately wired back. I believe that the Under Secretary 
signed the telegram. We wired back to the field asking that they 
take the steps to make the same information available to this group 
through their attorney if he was so designated in writing, the same 
information as that given to the purchasers in connection with these 
proposed stumpage increases. | 

Similarly, we received word that a Mr. Bishop had come to the 
Portland office requesting information in the name of Mr. Wain. We 
again replied to the Portland office and asked that they get in touch 
with our agency offices to the effect that Mr. Wain or such persons 
as he might designate should also be given that same type of infor- 
mation, and in each case he said that we instructed that similar con- 
sultation should be held at their request. 

As soon as we heard this we did that. 

As to the overall problem of consultation I think Mr. Lee has set 
that out very clearly—the difficulties involved. 

We are perfectly willing and anxious to arrive at some method of 
consultation with these widely scattered allottees. Perhaps Mr. 
Wain’s suggestion has considerable merit. We would like to look 
into it. . 

As far as I recall, that is the first recommendation of that kind 
that has originated with the Indians. There have been Indian groups, 
but nothing concrete as to the allottees on a specific sale and the way 
in which they could be represented. 

Mr. Copurn. As I understand you, every time a representative of 
an Indian or a group of Indians goes in to get some information from 
your local offices out there, before your local officers will release that 
information they get in touch with you here; is that correct? 

Mr. Kepuart. I would not say that is correct, sir. 

Mr. Cosurn. Why did they do it in this instance, then? 

Mr. Krpnart. This was primarily a case where there was some 
doubt as to the identity of those making that request. We don’t make 
that information generally public—these proposals on stumpage. We 
wanted to be sure that they were properly representing the proper 
people. 

T think it was a considerable misunderstanding on the part of 
those in the field as to the representation and actually their authority. 
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Any individual Indian that comes in and requests the information 
about his particular contract or any proper group, we are very glad 
to consult. 

Mr. Copurn. I am very much puzzled: Wouldn’t your people in 
the field be in a better position to determine the bona fides of the 
person who came in rather than you back here in Washington ? 

Mr. Keruarr. That is right. 

The point I am making is that these consultations are—well, it is a 
little bit new. We have not had the opportunity or the representation 
of these individual allottees coming to us for information in prior 


rs. 

Senator Nrupercer. You agree they should have that right ? 

Mr. Kernarr. Absolutely. 

Senator Nevusercer. This is their timber. } 

Mr. Kernart. That is right. We have no disagreement on that 
point whatsoever. 

Mr. Ler. I think where the problem has arisen is that in times past 
there have been hundreds and hundreds of inquiries from third parties 
about the affairs of individual allottees and we have had to be pretty 
careful in releasing that information. 

In many instances a person will come in simply and present himself 
and say, “I represent Joe Doakes. I would like to see his contract,” 
and so on. 

We simply cannot honor that kind of request because we may be 
giving information to a third party that has an adverse interest. 

Senator Nevpereer. I do not dispute that, Mr. Lee. I realize what 
a difficult administrative process this is. 

But when the Government is the custodian of somebody else’s prop- 
erty and particularly the property of these Indians, to whom a sub- 
stantial debt is owed, it does seem that they should not be precluded 
from being advised as to the staus of the sale of their own timber. 

Mr. Lee. We certainly agree with you. I think where most of 
the misunderstandings have arisen is that the people who come in do 
not bring in the proper credentials, we have to turn them down and 
they then go back and instead of getting the proper credentials from 
the Indian they wire in here to their Senator or to their Congressman 
or to the Secretary or to the President, and we have to go back and 
advise our people to get in touch with the Indian and see if this 
person does represent them and so on. 

I think it is a failure on the part of the individuals to understand 
our problem and to get in touch and bring in the proper credentials 
in the first place. 5116 

Mr. Copurn. Mr. Secretary, under date of April 5, 1957, the Comp- 
troller General wrote to you, among other things, about this allow- 
ance of interest. 

Mr. Crumson. Yes. 

Mr. Cosurn. And raised the question as to the propriety of the 
interest charge and asked that you submit some justification for such 
charge. Have you had time to gointothat? — . : 

Mr. Cutrson. No, we have not. We are going to have a legal 
study made. Not only a legal study, but a study from the policy 
standpoint. That will be done just as rapidly as possible. We re- 
ceived it, I think, on the 7th or 8th—anyway, just a few days ago. 
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Mr. Cosurn. You are not in a position, then, to give the com- 
mittee your thinking on the subject ? 

Mr. Cutrson. No. I was informed previously that the Indian 
Bureau felt that it was a legitimate factor to take into consideration. 

The question has been raised as to whether or not it is legal. I 
think also the question has been raised as a policy matter even though 
legal—whether it should be considered as a separate item. 

So the entire matter will be reviewed. 

Mr. Cosurn. I do not want to take up too much time, Mr. Chair- 
oe I did have a lot of questions, but perhaps we can get to them 

ater. 

Senator Neupercer. I wanted to ask the Secretary this question : 

In view of the fact that you have just said that this matter will bo 
reviewed by you, in view of the fact that we have had testimony today 
from Indians and representatives of the Rayonier Co., which you 
have not had an opportunity to go over, in view of the fact we are 
going to meet Wednesday morning and hear from the General Ac- 
counting Office and perhaps some more from your people in the 
Bureau of Indian Affairs, I would like to make this request : 

In the first place, I want to say I, for one, have been very favorably 
impressed with the interest you have shown in this and the knowledge 
you have of it, in the very short time you have been in the Interior 

artment. 
would like to make this request, speaking as Chairman of the 
subcommittee: In view of what I have said about the information we 
are trying to gather, in view of what you have said about reviewing 
this, would it be possible for you to delay the promulgation of these 
new ratios until after we have concluded the hearings and all of us, 
ou, I, your staff, and my staff, have had a chance to review what has 
en gathered and said at these hearings? Then when the new ratios 
are promulgated to make them retroactive to April 1? 
r. Cuitson. I am afraid legally we cannot. If it is legally pos- 
sible, of course I would be very happy to. 

Unless, of course, the two companies would send us a telegram or 
a letter that they would be willing to continue the matter for nego- 
tiation for a definite period of time and that the rates then established 
would be retroactive to April 1. . 

Senator Neupercer. One thing I do not understand. A lot of 
these legalities are beyond me, but I do not understand how the 
companies’ legal rights change, whether you promulgate the new 
ratios April 15, April 25, or May 15, and ask that they be made 
retroactive to April1. Can that be explained to me? 

Mr. Cutison. The best I can explain it is this: As I understand the 
contract, it provides that to change the ratio there must be 30 days’ 
notice given prior to the beginning of any quarter. 

Then if the ratios are changed at the beginning of any quarter, 
then they cannot be changed again for another 12-month period. 
Zoe I am doing it right. I am speaking more or less off the 
cuff. 

So that in this particular instance the reason we are able to delay 
the matter until April 15 was that both companies consented to 
delaying the determination of the new ratios to April 15 and that 
they would be retroactive to April 1. 





146 TIMBER SALES—QUINAIELT INDIAN RESERVATION 


Now, if the companies agree that this matter be extended say, to the 
1st of June, with the ratios to be applied back to April 1, we could 
do it. 

Without their consent, I am afraid we cannot. 

Senator Neupereer. It is such a technical and legal question I 
would like to ask Mr. Coburn on that. Bu 

Mr. Cozsurn. Before I give any opinion I would like an opinion 
from the Department’s legal staff as to where in the contract it says 
the companies have to agree. Or are you implying that? 

Mr. Cuison. I am implying that. There is nothing that says so. 

Mr. Copurn. Is there anything in the contract that says you cannot 
make the revised rates retroactive to April 1? Suppose you say “I 
am going to think this over from April 15 to May 1, but when I do 
make up my mind, the rate will be effective as of April 1”? 

Mr. Cuison. I have no legal opinion on it from our Department. 

In reading the contract and from what talks I have had about that, 
that was the instruction that we got from reading it. We may be 
entirely wrong. 

Mr. Cosurn. Frankly, I don’t see it, Mr. Chairman. If somebody 
canen! ghten me, I will appreciate it. 

Ser utor Neusercer. Is there some member from the staff here who 
ean ealighten us? 

Mr. Lee, what is your opinion ? 

Mr. Lez. We don’t have a member of the Solicitor’s Office with us 
this morning on this particular contract matter. I don’t think we 
could add anything to what the Secretary has said on it. 

Senator Neupercer. Let me ask Mr. Marion: What is your opinion 
of the legalities of the situation ? 

Mr. Marton. Senator Neuberger, I must ask you to excuse me from 
rendering my opinion; it being, since I am representing Rayonier, I 
would hesitate to state a position at this time. I think that the Inte- 
rior Department is well supplied with legal advice. I would much 
prefer that you proceed on the basis of whatever views they give 
rather than my own views. 

I do not want to be put in a position of taking a stand at this time. 

Senator Nuupercer. Thank you. I understand your position. I 
just thought you might have some conclusions on it. Thank you, Mr. 
Marion. 

. Mr. Sigler, will you identify yourself for the record, please ? 

Mr. Sierer. My name is Lewis Sigler, from the Legislative Divi- 
sion of the Solicitor’s Office, of the Interior Department. 

I have not had a chance to look at this contract. This is the first 
time I have seen it. 

So I am not in a position to answer your question. 

Senator Neupercer. Thank you very much. 

Mr. Curson. What we can do, Mr. Chairman, of course, is this: 
We can have the Solicitor’s Office review this. If the Solicitor’s: 
Office advises us that we may continue the determination of these 
new ratios for an indefinite period and then make them retroactive 
to April 1, why, obviously we would be very happy to do that because 
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we think maybe some very constructive ideas of good can come out of 
this hearing. 

However, if the Solicitor’s Office advises me that we cannot extend 
the thing beyond April 15, then I will have 1 of 2 decisions to make: 
Either to impose the rates which have been recommended to me and 
impose them as of April 1; which, I take it, bars us then from making 
another change during the 12-month pericd, or to not put the new 
rates into effect, with the idea of making an adjustment at the begin- 
ning of the next quarter. 

That is a kind of hard decision to know what to make. 

I think I can explain it to you readily. 

If we put these into effect now it will mean increased revenue to 
the Indians for the coming quarter, which I understand is quite a 
large quarter. 

On the other hand, if eventually the rates should be raised higher 
than we propose, maybe the income to the Indian in the 12-month 
period will be more than will be lost during the quarter. 

I will just have to use my best judgment, Mr. Chairman. 

Senator Neusercer. I am sure you will, and I know you will con- 
sult with your Solicitor about the legal rights. 

Mr. Cuitson. We certainly will. 

Senator Neusercer. Mr. Secretary, we certainly appreciate your 
coming down when you have such a busy morning. 

Mr. Cuttson. May I add to that. In case we get a Solicitor’s 
opinion that we cannot continue this thing until the hearings are 
concluded and we come to some conclusions about therh, if the com- 
mittee has any suggestions I am entirely openminded on whether or 
not we should impose these rates now or wait another quarter. I am 
not trying to shift the burden because the decision is mine. 

_ If you have any suggestions, however, I will be perfectly happy to 
consider them. 

Mr. Cosurn. Mr. Chairman, I think there is one alternative that 
perhaps we overlooked. It may be that if the Solicitor’s opinion is 

. that you have to get the consent of Rayonier and of Aloha Lumber 
Co., at least you can negotiate for that consent. 

Mr. Cutison. Yes; we can. 

Senator Neupercer. Mr. Secretary, thank you very much for 
coming. 

The Senate is now in session. I think we should recess. 

Here is a letter from Aloha Lumber Co. to the Indian Affairs Sub- 
committee. I would like this to be held for the record to be inserted 
at the conclusion of their testimony if they wish to appear so there 
is some sequence. (See pp. 295-322.) 

Mr. Secretary, for your information, although we do not expect 
you to be here, the subcommittee will recess now until 10:30 Wednes- 
day morning, at which time we will have representatives of the Gen- 
eral Accounting Office and perhaps some of the representatives of 
the Bureau of Indian Affairs would like to appear. 

Thank you so much for being with us this morning, Mr. Sec- 
retary. 

Mr. Cuttson. Thank you, Mr. Chairman. | 

Senator Neupercer. The committee is adjourned. 

(Thereupon, at 12:30 p. m., the committee was recessed, to recon- 
vene at 2:20 p. m., Moriday, April 15, 1957.) 
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MONDAY, APRIL 15, 1957 


Untrep States SENATE, 
SUBCOMMITTEE ON INDIAN AFFAIRS OF THE 
CoMMITTEE ON Ln TERIOR AND [nsuLAR AFFAIRS, 
Washington, D.C. 

The subcommittee met at 2:20 p. m., pursuant to recess, in room 
224, Senate Office Building, Senator Richard L. Neuberger, chairman 
of the subcommittee, presiding. 

Present : Senator Neuberger. 

Also present: William H. Coburn, special counsel to the subcom- 
mittee; James H,. Gamble, clerk to the subcommittee; and Robert 
Wolf, forestry consultant. 

Senator Neusercer. The subcommittee will please come to order. 

I am a little late, only because the Public Works Committee was 
considering billboard legislation this morning, and went substantially 
past the noon hour. I had to sandwich lunch in between the two 
committee meetings. 

Before we have the first witness, I wish to say for the record that 
we have received a letter from Mr. Chilson, the Under Secretary of 
the Interior, and presently the Acting Secretary of that Depart- 
ment, pointing out that, under the terms of an opinion which he has 
received from the Solicitor of the Interior Department, it will not be 
necessary for him to announce immediately the new ratios on timber 
stumpage rates affecting Quinaielt Indian timber. 

He has pointed out that the prospective purchasers under the con- 
tract have agreed to this delay, and, therefore; he has pointed out in 
the letter that he is pleased to advise that he will not have to make a 
final decision as to a revision in stumpage ratios today. 

I would like to present for the record the letter from Secretary 
Chilson and the accompanying opinions from his Solicitor. 

’ (Information referred to follows :) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. @. April 15, 1957. 
Hon. RrcHARgD L. NEUBERGER, 


Chairman, Subcommittee on Indian Affairs, 
United States Senate, Washington, D.C. 


Deak SENATOR NEUBERGER: Following the hearings before your subcommittee 
on Friday, April 12, I made inquiries as to the possibility of further postponing 
our decision on revised stumpage ratios affecting Quinault Indian timber beyond 
April 15. This would permit consideration of any additional information that 
might be developed by the hearings being conducted by your subcommittee. 

The Solicitor of this Department has advised me that, under the terms of our 
contracts with the 2 companies, I would not be justified in taking action uni- 
laterally to extend beyond the agreed date of April 15, 1957, the time for estab- 
lishing new ratios to be effective as of April 1, 1957 Upon receiving this opinion, 


149 





150 TIMBER SALES—QUINAIELT INDIAN RESERVATION 


copy of which is enclosed, we got in touch with both companies by phone, and 
received from them this morning their agreement to extend until May 15 the 
period for consideration on changes in the ratios for timber covered by their 
contracts, with changes to be retroactive to April 1, 1957. Enclosed are copies 
of these communications. 

I am happy, therefore, to be able to advise you that I will not have to make 
a revision in stumpage ratios today. 

Sincerely yours, 
HATFIELD CAILSON, 
Acting Secretary of the Interior. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF -THE SOLICITOR, 
. Washington, D.C., April 15, 1957. 
Memorandum to: Acting Secretary of the Interior. 
From: Solicitor. 
Subject: Retroactive adjustment of stumpage-to-log ratios under the Crane 
Creek and Taholah timber-sale contracts, Quinault Indian Reservation, Wash. 


On February 27, 1957, each of these purchasers was served with notice of in- 
tention to establish new ratios between stumpage and log prices to become effec- 
tive on April 1, 1957. After consultations held with the purchasers in accordance 
with the terms of the contracts, it was agreed with the purchasers that the time 
for consideration of the evidence would be extended to April 15, 1957, with the 
understanding that the new ratios would be made effective April 1, 1957. 

During the course of a hearing on April 12, 1957, before the Senate Subcom- 
mittee on Indian Affairs, a question arose as to whether, without further agree- 
ment of the purchasers, you could extend beyond April 15, 1957, the time for 
establishing the new ratios to be made effective as of April 1, 1957. 

The provisions of the two contracts that are pertinent to the present inquiry 
are substantially the same. Therefore, for purposes of brevity, only the pertinent 
portion of section 10 of the Crane Creek contract is quoted below: 

“10. THE OYFICER APPROVING THIS CONTRACT or his duly authorized representa- 
tive, hereinafter called the Approving Officer, may review the stumpage rates 
established by the procedure set forth in Sections 6 to 9 inclusive, either on his 
own initiative or upon submission by the Purchaser of evidence satisfactory to 
the Approving Officer that such a review should be made. If, as a result of said 
review, the Approving Officer finds that the character of the operation, changes in 
market conditions, or other factors have altered the situation to such an extent 
that, in his opinion, a change in the existing ratios between stumpage rates and 
the Grays Harbor-Puget Sound-Columbia River weighted average log prices is 
warranted, he shall give thirty days notice to the Purchaser und the Indians in 
General Council or their authorized representatives of his intention to establish 
new ratios between stumpage rates and the Grays Harbor-Puget Sound-Columbia 
River weighted log prices, during which time the Purchaser and the Indians may 
consult with the Approving Officer: Provided, That the requirements of notice 
of this section shall be satisfied when the new ratios established under this au- 
thority are made effective upon the first day of a quarterly adjustment period 
which is not less than thirty days following. notice by the Approving Officer to 
the Purchaser and the Indians that he intends to proceed under the authority of 
this section to change such ratios: Provided, further, That there shall be no 
change in the ratio of any species until two years subsequent to the date of ap- 
proval of this cqntract: And provided further, That the said ratio for any species 
shall not be changed oftener than once in any calendar year.” 

It is understood that the Department has consistently interpreted contracts 
of this nature as requiring the Secretary to advise the purchaser of the new 
ratios on or before their effective date. In my opinion, this interpretation is 
correct. The provision for adjustment of ratios is designed to empower the 
Secretary to establish new ratios upon a finding of changed conditions. Under 
the contract, the new ratios can be made effective only on the first day of a 
quarterly period, and only after 30 days’ notice and consultation. Manifestly, 
the changed conditions contemplated by the contract which would justify the 
Secretary in establishing new ratios on the first day of quarterly period would 
have to be those changes which occurred prior to the date of his action, Other- 
wise, the action of the Secretary would be based upon changed conditions con- 
cerning which the parties were given no opportunity to consult or to present their 
views. This, in my judgment; would be a violation of the contract. 
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Since the Secretary cannot take into account any changes in conditions oc- 
curring after the effective date of his action, it would place him in an extremely 
awkward and possibly untenable position if he undertook to establish new ratios 
retroactively. The retroactive establishment of new ratios might not reflect cur- 
rent conditions, and, if the current situation were not reflected in the Secretary’s 
decision, one or the other, of the contracting parties would have cause to com- 
plain. In that event; the Secretary would be powerless to act, because the contract 
prohibits changing the ratio for-any one species more than once in any calendar 
year. 

In the present cases, notwithstanding any doubts that may be entertained as 
to the authority of the Secretary under the contracts to establish new ratios ret- 
roactively, a firm agreement has been made to the purchasers that the Secre- 
tary’s action would be taken no later than the close of business, Washington, 


D. C., April 15, 1957. This, itself, is an independent agreement which fixes the | 


procedure applicable in the present cases and which, in my judgment, cannot be 
changed without further agreement with the purchasers. 

For all of the foregoing reasons, it is my conclusion that you would not be justi- 
fied in delaying beyond the agreed date of April 15, 1957, the establishment of the 
new ratios to be made effective April 1, 1957. 

J. REvut ARMSTRONG, Solicitor. 


Apri, 15, 1957. 


Re Quinault Indian Reservation, Crane Creek logging unit, contract No. 
1-101-—Ind-1902. 
COMMISSIONER OF INDIAN AFFAIRS, 
Bureau of Indian Affairs, 
Department of the Interior, Washington, D. C. 

Deak Sir: By our letter to you, dated March 22, 1957, we extended to April 
15, 1957, the time by which a ruling must be made by you upon increases, if 
any, in ratios of stumpage to log prices. You have requested a further extension. 

Rayonier consents and agrees to an extension to May 15, 1957, of the time by 
which the approving officer may make his final ruling as to increases, if any, in 
ratios of stumpage to log prices, pursuant to the proposal stated in his commu- 
nication to us dated February 27, 1957; and. that increases, if any, pursuant to 
such ruling will be effective as of April 1, 1957, provided, however, that nothing 
herein contained shall be construed as consent or agreement by Rayonier that 
any increase in ratios is justified or warranted ; and provided further that noth- 
ing herein contained shall preclude Rayonier from challenging or contesting, in 
court or otherwise, the grounds upon which any such ruling is made as being 
justified or warranted by the facts or because of changes in the character of 
operation and market conditions. ° 


Yours very truly, R I 
AYONTER INC., 


. LL. J, Forrest, 
Assistant Manager, Northwest Timber Division. 


[Telegram] 


SEATTLE, WaSH., April 12, 1957. 
SECRETARY OF THE INTERIOR, 
Washington, D. C.: 

Confirming conversation with Mr. Kephart we agree to extend until May 15 
period for consideration on changes in ratios for timber covered by our Taholah 
unit contract with understanding that changes either up or down will be retro- 
active until April 1, 1957. . Arriving Washington Tuesday noon attending hear- 


ing Wednesday. 
M. R. SmitrH SHINGLE Co., 


Paul R. SMITH. 


Senator Neupercer. Our first witnesses today will be from the Gen- 
eral Accounting Office. 
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STATEMENT OF E. W. MUHONEN, ASSISTANT DIRECTOR, CIVIL 
ACCOUNTING AND AUDITING DIVISION, GENERAL ACCOUNTING 
OFFICE, ACCOMPANIED BY JOHN MARTINY, OFFICE OF LEGISLA- 
TIVE LIAISON ; P. SHNITZER, OFFICE OF THE GENERAL COUNSEL; 
C. L. PERRY, SUPERVISORY ACCOUNTANT; AND F. J. MACKIN, 
SUPERVISORY ACCOUNTANT 


Senator Nevupercer. Will you state your names for the record, 
please, gentlemen ? : 

It might be helpful if all of you did, because maybe some of the 
questions will apply to each of you. 

Mr. Munonen. My name is KE. W. Muhonen. I am an Assistant Di- 
rector in the Civil Accounting and Auditing Division in the General 
Accounting Office. I have audit responsibility over our accounting 
and auditing activities in the Department of the Interior. 

We also have with us Mr. John Martiny, of our Office of Legislative 
Liaison; Mr. Paul Shnitzer, of the Office of the General Counsel; Mr. 
Charles Perry, from our Portland regional office; and Mr. Frank 
Mackin, from our office here in Washington. . 

Senator Neupercer. You may proceed with your statement. 

Mr. Munonen. Mr. Chairman, and members of the committeé, we 
are pleased to be here with you today to discuss the information 
contained in our report to the Congress on the review of administra- 
tion of forest management activities by the Bureau of Indian Affairs, 
Portland, Oreg., area office. The report on the administration of 
forest management activities was transmitted to the Congress on 
April 9, 1957. 

e consider the furnishing of reports to the Congress as one of our 
most important responsibilities, and we deeply appreciate the interest 
you have shown in them. 
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BACKGROUND 


Beginning in fiscal year 1952 the Bureau of Indian Affairs was 
assigned for comprehensive audit by the Comptroller General. The 
comprehensive audit program of the General Accounting Office was 
instituted by the Comptroller General in 1949. Comprehensive audits 
are replacing the former centralized audits of receipts and disburse- 
ments as rapidly as additional qualified accounts and auditors can be 
recruited and trained. Stated simply, the comprehensive audit is car- 
ried on at the sites where agency accounts and records are maintained - 
with the overall objective of determining how well the agency is dis- 
charging its financial responsibilities. 
Our first overall report to the Congress on Bureau of Indian Af- 
fairs covered, principally, operations for fiscal years 1952 and 1953, 
and was submitted in March 1955. That report comments on many of 
the activities carried on by the Bureau of Indian Affairs, one of which 
is forest management. As a followup to that first report, we have is- 
sued audit reports to the Congress on the administration of Indian 
lands, B-114868, issued November 26, 1956, and the administration 
of individual Indian moneys, B-114868, issued October 1, 1956. We 
have found that the submission of reports which deal extensively with 
a specific activity may be of greater interest to the Congress and are 
more likely to result in favorable consideration of the problems pre- 
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sented. Accordingly, we scheduled a review of the Bureau of Indian 
Affairs forest management activities in the Pacific Northwest as a part 
of our fiscal year 1956 audit of the Portland area office. 

After our fiscal year 1956 review of the forest management activities 
of the Bureau of Indian Affairs, Portland, Oreg., area office was sched- 
uled, we received a letter in February 1956 from the Public Works and 
Resources Subcommittee of the Committee on Government Operations, 
House of Representatives. That letter requested certain information 
relating to forest management activities of the Bureau of Indian 
Affairs. 

As a result of discussions with the subcommittee staff the subcom- 
mittee chairman was advised that we would include in our fiscal 
year 1956 audit a review of various matters raised during hearings 
held in November 1955 and February 1956 by the Joint Committee 
on Federal Timber. Our field work began in June 1956. Subsequently, 
as the subcommittee and staff reports and printed hearings on matters 
covered by the joint committee became available, we reviewed the 
material contained therein and gave appropriate consideration to the 
committee’s findings. 

During the review, the General Accounting Office received letters 
dated September 7, 1956, and December 7, 1956, from the chairman of 
the Committee on Interior and Insular Affairs, United States Senate. 
The letters requested that we give special consideration to matters 
covered in the Senate subcommittee report on Federal timber sales 
policies and that we make a complete investigation of a situation at 
the Quinaielt Reservation regarding interest charges on advance pay- 
ments to Indians under two long-term, large-volume timber-sales 
contracts. 

Although our examination of BIA’s administration of forest man- 
agement activities at Portland began as a routine audit prior to receipt 
of letters from the Senate Committee on Interior and Insular Af- 
fairs and the Public Works and Resources Subcommittee, House 
Committee on Government Operations, we have included in our report 
to the Congress significant findings on all matters coming to our at- 
tention during the examination. Comments and recommendations in 
our report are based on our findings and evaluations during the course 
of the review. 

Our 1956 review was conducted at the Portland, Oreg., area office of 
the Bureau and at the Colville, Klamath, Warm Springs, Western 
Washington, and Yakima Indian Agencies. Our field work was com- 
pleted in November 1956. We reviewed the basic laws, policies, and 
procedures affecting BIA’s forest management activities. We did not 
make a detailed examination of every transaction, but we reviewed in 
detail selected transactions to the extent we deemed appropriate under 
the existing circumstances. The scope of our review is set forth on 
page 53 of our report to the Congress. 

We requested comments from the Department of the Interior on 
matters covered in the report while the draft was being processed. 
Formal comments of the Department were received in a letter dated 
April 5, 1957, from the Administrative Assistant Secretary, Depart- 
ment of the Interior. Because the comments were not received until 
after the report was multilithed, we have not included the Department 
views as a part of the report. The Department’s comments included 
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explanations for deficiencies at particular agencies and statements as 
to mitigating circumstances relating to several of the report points. 
With certain exceptions, the Department eros agreement with 
the recommendations made in the report. 1e Department’s com- 
ments on findings in'the report are included in summary form below 
for those items on which the Department has expressed disagreement 
with our findings or recommendations. 


REPORT FINDINGS AND RECOMMENDATIONS 


The Portland area office of the Bureau administers about 2,600,000 
acres of commercial forest lands containing about 17 billion board feet 
or about 56 percent of the estimated total timber on commercial forest 
lands administered by the Bureau. 

Senator Neusercer. Is that inthe whole United States? 

Mr. Mvnonen. In the whole United States, yes, sir. 

During our review, we visited five agencies with responsibility for 
supervising an estimated 16,845,000 M bd.-ft. of commercial timber. In 
calendar year 1955, the latest year for which complete data are avail- 
able, Bureau-administered Indian timber cut for sale totaled 675,- 
000 M bd.-ft. and receipts from sales amounted to $11,370,000. In the 
Portland area for the same year timber cut for sale totaled 472,000 M 
bd.-ft. and receipts from sales totaled $8,478,000. Timber operations at 
the five agencies visited by General Accounting Office accounted for 
68 percent of all timber cut for sale by BIA in calendar year 1955 and 
for 72 percent of the total receipts to BIA throughout the country 
in that period. 

The principal matters included in this report are summarized as 
follows: 

1. Need for current reliable forest-inventories upon which to base 
development management plans. 

2. Bureau has undervalued timber sold under long-term contracts 
on the Quinault Reservation. 

3. Log values used in timber appraisals are low. 

4. Profit and risk allowances generally are higher than those used in 
appraisals of Government-owned timber in the same area. 

5. Absence of documented support for appraisal and reappraisal 
computations. 
un Long-term, large-volume sales deter competition for Indian tim- 

r. 

7. Need for correlation of timber sales plans with those of adjacent 
United States national forests. 

8. Need for completion of access road systems on the Warm Springs - 
and Yakima Reservations. 

9. Timber sale contracts do not specify the location of access roads or 
minimum construction standards. 

10. Degree of check scaling has been below established minimum 
standards. 

11. Control over logs moving from woods to sealing points is inade- 
quate. 

_ 12. Administrative expenses have not been fully recovered from 
timber sale receipts. 7) 
Additional comments on findings in our report follow. 
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Forest management plans based upon accurate forest inventories 
have not been developed at the Warm Springs, western Washington, 
Yakima and Colville agencies. .A prerequisite to sound forest man- 
agement is an accurate forest inventory detailing where the timber is, 
how much there is by species, and the potential growth by species and 
area. From this data can be developed forest management plans and 
cutting budgets. Because of the large number of applications for fee 
patents and supervised sales being received at Quinault Reservation, 
we concur with the views expressed by agency officials that a complete 
forest inventory at that reservation should be deferred until the long- 
range responsibilities of the Bureau can be clearly defined. 

We recommend that at the other major reservations in the Portland 
area forest inventories should be completed as soon as possible and 
comprehensive forest management plans based on these inventories 
should be prepared for each reservation. 

In the Department’s reply, dated April 5, 1957, it is stated that 
inventories and forest management plans based upon such inventories 
will be developed as tribal or appropriated funds became available 
for the work. Concerned officials are aware of the need for current 
inventories but little can be done until adequate financing is provided. 

We reviewed the October 1, 1955, reappraisals by the Burean of 
timber sold under 2 long-term contracts at the Quinault Reserva- 
tion. The contracts referred to are I-101-Ind-—1902, Crane Creek 
unit, purchased by Rayonier, Inc., and No. I-101—Ind—1766, Taholah 
unit, purchased by Aloha Lumber Co. We concluded that this Indian 
timber is undervalued because the Bureau has: 

(a) Substantially underestimated the quality of western redcedar, 
the predominant species in this unit. 

(6) Incorrectly computed the interest expense on advance payments 
made by the purchasers to Indian allottees. As a result, the interest 
allowances made are too high. 

(c) Improperly allowed profit and risk on the amount of interest 
expense allowances. The interest allowance should not have been 
included in the base on which the profit and risk allowance was in- 
cluded. 

Additional factors tending to lower the valuation of timber on 
these sales are the use of log values in the appraisals that are generally 
lower and profit and risk allowances that are generally higher than 
those used in appraisals of Government-owned timber in the same 
area, We have recommended that these sales be reappraised immedi- 
ately, giving our report comments full consideration. 

The propriety of the interest allowances made on these two con- 
tracts was questioned by the Joint Committee on Federal Timber 
and the Secretary of the Interior was requested to rescind the interest 
allowances. In his reply to the congressional committee dated October 
16, 1956, the Secretary stated that more time was needed to study the 
committee’s recommendations, including those concerning the interest 
allawances. 

The legality of the allowance for interest on advance payments has 
been considered by our office. There was no provision for such al- 
lowanée in the original contracts, the allowance being permitted under 
the stumpage price adjustment effective October 1, 1955. 

We have held that contracts such as those under consideration are 
in the nature of public contracts and are subject to the laws pertaining 
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thereto because of the relationship existing between the Government 
and the Indians. The accounting officers of the Government have con- 
sistently held that a public contract may not be modified to the detri- 
ment of the United States without compensating benefit to it. The net 
effect of the interest allowance is to reduce the payments to the Indians 
which they would otherwise be entitled to receive under the terms of 
the contract. 

In the absence of some showing that the interest allowance was 
authorized under the terms of the contract or that some compensating 
benefit passed to the Indians in connection with the modification per- 
mitting the interest allowance, we are unable to find in the present 
record that the Secretary of the Interior was authorized to permit 
such interest allowances. 

Before reaching a final conclusion on the matter and in conformance 
with owr usual procedure, we have advised the Secretary of the 
Interior of our thinking by letter of April 5, 1957, see pages 55 to 
57 of our report, and requested him to submit any statements or com- 
ments he may wish us to consider which would support the legality 
of the contract modifications. To date, we have received no reply. from 
the Department. 

The absence of explanatory supporting documentation for figures 
used in appraisals and reappraisals made our review of timber ap- 
praisals quite difficult and made it impossible for forest managers 
at the Indian agencies to answer some of our questions on matters 
that occurred prior to their entrance on duty at those agencies. 
Figures and data which could not be verified by reference to work 
papers varied in the different agencies. Generally, information such 
as production costs used was not documented : also, reasons why certain 
costs were used in lieu of others were not explained, Failure to docu- 
ment computation and decisions that comprise timber appraisals pre- 
cludes an effective review of appraisals and, in subsequent reappraisals, 
deprives the reappraising forester of valuable historic data that are 
pertinent to the reappraisals. We have recommended that the Com- 
missioner of Indian Affairs require all computations and judgment 
factors behind appraisals and reappraisals to be completely docu- 
mated and retained in the agency files. 

Our examination also disclosed that less competition and lower 
prices are received on: long-term, large-volume sales than are received 
on relatively short-term, low-volume sales. Under the Bureau’s timber 
sales policies many long-term, large-volume sales have been made in 
the past, and many of these long-term contracts are still in effect. To 
help assure maximum competition and the receipt of top market prices 
for Indian timber, we believe that the Secretary of the Interior and 
the Commissioner, Bureau of Indian Affairs, should make a study to 
determine whether long-term, large- volume sales should be dis- 
continued, 

Tn its reply dated April 5, 1957, the Department stated that a pend- 

revision of title 25, Code of Federal Regulations, section 61, the 

BEA general forest degitattoisa, will limit the maximum period 
allowed for cutting of the estimated volume of timber purchased to 
5 years, unless otherwise authorized by the Secretary or his authorized 
representative. 
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Indian timber sales are not periodically correlated with the sales 
plans of adjacent United States national forests. All five of the 
agencies we visited border on the United States national forests and, 
to a substantial degree, sell stumpage to the same markets as do the 
national forests. Annual correlation of the sales plans of the two 
agencies would assure timely offerings by both the Bureau and the 
national forests and would help to avoid flooding the market with 
stumpage, thereby depressing stumpage prices. Annual correlation 
of sales plans with those of the BLM in areas served by both agencies 
should also be beneficial. We recommended that the forest managers 
be instructed to annually correlate their sales plans with Forest 
Service and BLM offices that sell timber in the same markets served 
by Indian timber. In the Department’s reply dated April 5, 1957, 
it is stated that this recommendation has merit and steps are being 
taken to make it effective. 

Our reviews at the Warm Springs and Yakima agencies disclosed a 
need for early completion of the access road systems at these reserva- 
tions. On both reservations substantial areas are not accessible by 
road. The possibility of timber losses due to pine bark beetle infesta- 
tion is acute on these reservations. Adequate access roads should be 
available for salvage of the timber in the event of future major epi- 
demics. 

Corollary benefits that would be derived from having a complete 
access road network on these reservations are better protection from 
fire, accelerated sanitation-salvage programs, and impetus for competi- 
tion for Indian timber. We believe that the costs incurred should be 
borne by the Indians since they will be the principal beneficiaries of 
the proposed road system. We recommended that the Commissioner, 
BLA, require discussion of this problem with the tribes concerned with 
the objective of using tribal funds for access road construction. 

Other significant points in the report have to do with the need for 
specifying in timber-sale contracts the location of access roads to be 
built by timber purchasers and minimum construction standards to 
which the roads must be built and failure by the Bureau to consider all 
direct and definable forestry costs before reducing administrative fee 
deductions from timber sales receipts. In connection with administra- 
tive fee deductions, the Department in its reply dated April 5, 1957, 
pointed out that the legislation (25 U.S. C. 413) is permissive rather 
than mandatory and stated that the intended and practical interpreta- 
tion of title 25, Code of Federal Regulations, section 61.25 is the one 
that is pr esently being followed. 

That is the end of our prepared statement. 

Based on the comments last Friday by representatives of Rayonier, 
we have additional comments to make at this time. 

Senator Nevsercer. Please make them. 

Mr. Munonen. This has to do with the comments by Mr. Forrest 
on the audit report of the Comptroller General. The major premise 
in Mr. Forrest’s comments has to do with the fact that the contract 
stumpage rates are not to be computed or charged by the application of 
direct appraisal methods, including the conversion return method of 
appraisal. Mr. Forrest’s statement also disagrees with certain of the 
GAO report findings. 





158 TIMBER SALES—QUINAIELT INDIAN RESERVATION 


I wish to state that our field audit findings have been carefully re- 
viewed by GAO in Portland and in Washington, and with officials at 
the Bureau of Indian Affairs in Portland and Washington, and with 
the officials of the Department here in Washington. 

As indicated in my statement above, the Department comments on 
the report, with a few exceptions, expressed agreement with recommen- 
dations made in the report. The Department has expressed no signifi- 
cant disagreement with the facts as set out in the report. Accordingly, 
we believe that if Rayonier has any information as to specific misstate- 
ments and facts, we should be given a chance to review those specific 
charges. ; 

-Mr. Charles Perry, who is here from our Portland regional office, has 
been in charge of our audit work on the Bureau of Indian Affairs, on 
the Forest Service, and, in the past, in the Bureau of Land Manage- 
ment. He has a few additional remarks to make on the statement by 
Mr. Forrest of Rayonier. 

Mr. Perry. In Mr. Forrest’s statement at one point, I will read from 
the statement: 

_I believe it strange that any so-called audit made by the General Accounting 
Office of the administration of the timber-cutting contract would not include in- 
quiries directed to both parties to the contract and consultation and discussion of 
the matters being studied. 

I would like to make our position clear in that respect. We were 
reviewing the 1955 reappraisals made by the Bureau, and all of the 
data that the Bureau used in making those reappraisals was or should 
have been available in their records. 

Under the terms of the contract, the Bureau has access to the records 
of the companies. We do not have that access. In short, the reap- 
praisals were made by the Bureau from data available in its files, and 
we had only one occasion where we felt it necessary to consult with 

‘the company. We did that and it was in connection with access road 
development costs on the Crane Creek unit. 

Tt would not) have been proper for us to lay out the Bureau reap- 
praisal and go over it with the company, and we did not. 

J did want to make that point clear. 

That is the reason we did not consult with the parties regarding the 
details of the reappraisals made under that contract. 

In another part of the statement, Mr. Forrest said : 

The audit report assumes that the contract stumpage rate should properly be 
made the same as prices which might be bid on small or relatively small stands 
of timber which are to be logged within a short time. 

We did not make that assumption. The comparative analysis of the 
smaller sales of Government timber with the contract prices being paid 
under the Crane Creek and Taholah contracts showed that there was 
@ wide variance in prices being received. We did not draw any con- 
clusions at that point. 

‘We did examine, then, in detail the reappraisals made on the Bureau __ 
of Indian Affairs contracts, and that led to our report comments and _ 
our conclusions being drawn on these matters of the log grade yield, 
the profit and risk allowance made on the contracts, the log values that 
were discussed in the report, and other findings. ‘Those were based on 
our review of the 1955 reappraisals, and the conclusions were drawn 
from that review. 
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A third point made.in the statement was that the audit. report 
completely oe the fact that. the terms of the Crane Creek con- 
tract require that for all purposes the grade recoveries of the various 
species of timber were arbitrarily fixed by the contract. 

Again, we,.were reviewing the actual 1955 reappraisals that were 
made. effective on October. 1, 1955.. In establishing the percentage 
ratios which determine the amount that will be paid for the timber, 
there are two factors. There are the weighted average. log prices. 
The Bureau in this case established those prices under section 7 of 
the contract. They also established a stumpage rate, the second factor 
that makes up the percentage ratio. 

In that case, the Bureau has not interpreted the contract to require 
that, they have to use the log grade yields in section 7. They use 
something else, again. ee 

Again, I repeat, we were reveiwing what was done by the Bureau, 
and there apparently is a difference of opinion there as to what log 
rate yield figures must be used. 

The statement indicates that the audit report discusses at length the 
subject of logging costs. In that discussion, it refers to logging-cost 
estimates made by the Forest Service as well as logging-cost estimates 
made by the Bureau of Indian Affairs for use in their calculations 
under the conversion-return theory. The audit report does not discuss 
logging costs at length. The only reference to logging costs is on 
page 20, where we suggest that the Bureau as well as the Forest Serv- 
ice and the Bureau of Land,.Management could use more insight, bet- 
ter knowledge of what logging costs actually are, and recommend an 
audit program that. would supply them with that information. 

Mr. Munonen. I believe that is the end of our statement. 

Senator Nnupercer. Thank you, Mr. Muhonen and Mr. Perry. I 
appreciate your giving ts the benefit of your information. 

T will let Mr. Coburn and Mr. Wolf handle the questioning. If I 
have any thoughts, I will interrupt as time passes by. 

Mr, Marrtyy. Could I interrupt for just a minute? TI believe he 
has one further point to bring up before you get into your questioning. 

Mr. Muvonen. At the conclusion of Friday’s session; we did meet 
with Rayonier’s representatives, and this morning we had a’short dis- 
cussion at our office, where we discussed the Rayonier representatives’ 
viewpoint on matters brought forth in this report and on the reap- 
praisal of the Crane Creek contract. We have arrived at no con- 
clusions, but we will be glad to consider the company views in the 
matter before a final decision in connection with interest ‘is reached 
by the General Accounting Office. 

Senator Neupercer. Inasmuch as you have mentioned this discus- 
sion with the Rayonier representatives, can you summarize, very 
briefly,-what the crux of this discussion was ? 

Mr. Martiny. Yes; I can do that. 

Senator Neuspercer. I think that should be done, -inasmuch as the 
existence of the discussion has been put on the record. 

Mr. Marriny.' We invited Mr. Marion and Mr. Forrest to meet with 
us, because they brought the matter up at the hearing. Mr. Marion 
suggested that we also have a representative of the staff of the com- 
mittee at this meeting. 
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Originally, we had set the meeting for Tuesday morning, but we 
had to advance it to this morning, and I did not have sufficient time 
to invite Mr. Coburn to sit in at the conference. 

Briefly, the summary of the meeting is that representatives from 
Rayonier presented their argument as to the interpretations that 
should be made under the contract. The matter that is still open for 
consideration by the Comptroller General is the determination as to 
the legal interpretation of the contract. 

I believe they feel that some of the discussion in our report and 
some of the statements that have been made previously bring out 
matters that are not properly for consideration in determining the 
correct rates that should be paid under the contract. 

They presented what they thought should be considered in a legal 
determination under the contract. We stated to them that we will 
be glad to consider any arguments that have been presented. We 
have offered them a further invitation to present a brief in writing 
for consideration by our attorneys when we receive the reply from 
the Secretary of the Interior.. 

Senator Neupercer. Thank you very much. 

Mr. Coburn, do you want to take over for some questioning now? 

Mr. Cozsurn. Mr. Chairman, I would like to ask Mr. Perry if he 
based his study largely upon a comparison of the reappraisal methods 
ei by the BIA with those used by the Forest Service in the 1955 
study. 

Mr. Perry. That was one basis by which we could evaluate the effect 
that the reappraisal provisions had upon the prices to be paid. First 
. of all, we were able to determine that there was a wide variance between 
the prices being received for Forest Service timber and State of 
Washington timber and the prices effective on these contracts. But. 
all we concluded from that analysis was that there was a variance. 
Then we reviewed in detail the components of the reappraisals made, 
to determine what factors were inherent in those reappraisals that 
resulted in lower prices than even the appraised prices for Forest 
Service timber. 

Mr. Conurn. Now, are you speaking of BIA factors? 

Mr. Perry. Yes, As pointed out in our report, we did find_that 
the profit-risk allowance allowed in the reappraisal of the Crane Creek 
and Taholah timber sales is much greater than customarily allowed 
on Federal timber in that area. We found this generally true in our 
audits at other reservations, also. We found that the log values, gen- 
erally, though not alwavs, were lower in the Bureau of Indian Affairs 
appraisals than Forest Service appraisals. 

Mr. Cornurn. Inthe Bureau of Indian Affairs appraisal as compared 
to the Forest Service appraisal ; is that right ? 

Mr. Perry. Yes. 

Mr. Corwrn. Is that also true from the appraisal ‘methods used by 
the State of Washington? Did vou go into that ? 

Mr. Perry. Not the appraised values of that timber. We only 
used those prices to trv to determine as best we could how much the — 
variance was in the selling price of other timber as‘compared to the 
Crane Creek and Taholah timber. 
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Mr. Cosurn. To summarize, then, if I may; what you did first: was 
to find out how the prices for BIA timber compared with Forest 
Service timber and State of Washington timber? 

Mr. Periy. Yes. 

Mr. Copurn. And then you decided to find out how the Bureau of 
Indian Affairs arrived at its appraised prices; is that correct ? 

Mr. Perry. Yes. 

Mr. Copurn. When you did that, you found that some of the factors 
they considered were low and others high as compared to the Forest 
Service methods; is that correct? 

Mr. Perry. Yes. Put another way, if Forest Service data had been 
substituted in the Bureau of Indian Affairs reappraisal formula, the 
appraised values would have been higher. 

Mr. Copurn. Would have been higher ? 

Mr. Perry. Yes. 

Mr. Cozsurn. Did you take into consideration, when you made this 
study and this comparison, the reappraisal formula set out in the con- 
tracts between the Indian Bureau and the two purchasers ? 

Mr. Perry. At the time we made the reappraisals, we were review- 
ing something that was accomplished, that was done. I was respon- 
sible for the work on the ground, and I was not aware that there was 
a dispute between the two parties to the contract as to how the timber 
should have been reappraised. It has been my experience that Gov- 
ernment timber and Indian timber is appraised on the direet-appraisal 
method. That is how the agencies arrive at the price. It didn’t oc- 
cur to me that there was a question here regarding legality. The con- 
tract was quite specific on how the weighted average log values will 
be computed, in section 7. But that is only one side of the ratio. 

The other side is stumpage rates.. It did not occur to me that there 
was a question, a legal question, that would preclude the use of the 
direct appraisal method. Our analysis was based on the direct ap- 
praisal method that was used in the October 1, 1955, reappraisals. 

Mr. Conurn. Leaving aside for the moment the legality question, all 
I wanted to know was this: Did you, in making your study and ‘your 
comparison, take into account what the contract itself called for in 
the way of reappraisal methods? 

Mr. Perry. I am not sure L understand your question. 

Mr. Cosurn. You know the position of the purchasers as to what 
can and cannot be done under the contract with regard to prices? 

Mr. Perry. Yes. 

Mr. Conurn. When you were making your price comparisons, did 
you, in addition to these other factors, take into consideration what 
the contract itself required ¢ 

Mr. Perry. I am an auditor and accountant rather than a lawyer. 
When we were doing the work in the field, nothing came to our atten- 
tion that would indicate anything in the reappraisal was illegal. But, 
as I say, that is a determination that a lawyer would have to make. 

Mr. Cosurn. But you did give consideration to what was set out in 
the contract ? 

Mr. Perry. We thought we did; yes. We did. 

Mr. Cosurn. And you think you did? 

Mr. Perry. We think we did. 

Mr. Cosurn. And you saw nothing, as a layman, in that contract 
that would preclude the use of the conversion return factor ? 
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| Mr. Perry. No, I did not. 

Mr. Cozurn. Did you ever consider that question specificially ? 

Mr. Perry. It did not occur to us. 

Like I say, we have reviewed a number of timber appraisals in all 
the agencies, and that is the only method we have seen used. It seemed 
quite ordinary as a procedure. 

Mr. Cosurn. If that had been the only method used, and the ratio 
system had not been introduced via the contract, do you ’think that the 
conversion return method would have resulted in higher prices for 
the Indian timber than under the BIA ratio system ? 

Mr. Perry. Maybe I didn’t fully understand that question. 

Mr. Cosurn. All right. Assuming that the contract simply pro- 
vided for a reappraisal based on what is technically called this con- 
version return method, that it did not contain any “mumbo-jumbo” 
about ratios, assuming ‘these ‘things all to be true, and had the Indian 
Bureau utilized the conversion return factor or method, would that, 
im and of itself, have resulted in a higher reappraised price for Indian 
timber on the Quinault 2 

Mr. Perry. Well; at October 1, 1955, the Bureau did use a direct 
appraisal method in determining ‘the stumpage rate. 

r. Copurn. That isright. Then what did they do? 

Mr. Perry. Then they determined the weighted average log values 
under section 7 of the contract and mathematically obtained the 
percentage ratios. 

Mr. Cosurn. They got a ratio out of that? 

Mr. Perry. Yes. 

Mr. Cosurn. I do not know whethier I made myself clear. Suppose 

they did not have to do all of that? Suppose in reappraising this 
timber they simply used the method that the Forest Service used in 
arriving at an appraised price? If they had utilized that Forest 
Service method, would the price have been engner than under this 
present contract? 
r. Perry. Basically, they both use the same formula. The differ- 
- ence "is in the raw data that they would have used. Actually, there 
would have been no difference in the price at that date, but the ratio 
tends to change the price every quarter. 

As of the date'of the reappraisal, the stumpage rate as determined 
by the direct appraisal method was, in essence, the stumpage rate that 
would be charged for the next 3 months. 

Mr. Cosurn. And would that price have been lower or higher than 
a comparable Forest Service price? 

Mr. Perry. It was lower. It would have been higher had Forest 
Service data been used in the Bureau of Indian Affairs formula. 

Mr. Cosurn. What data did they use? 

Mr. Perry. Generally the profit and risk ratios used were higher 
than what was being used on Federal timber in the area. The log 
values used, although it is not always true, generally, they are lower 
than what is used on Federal timber in the area. Those were two 
principal factors. The interest element was a separate element that 
we had not encountered before that tended to decrease the appraised 
values. 

Mr. Cosurn. That depressed the price further ? 

Mr.'Perry. Yes. The introduction of the interest factor, in addi- 
tion to other logging costs. They had computed the interest factor 
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in such a manner that too much interest was being allowed. If interest 
was to be considered a proper factor they had computed it so that 
more interest was being allowed than should have been. 

Mr. Cosurn. What other factors tended to depress the price? 

Mr. Perry, The log grade yield we thought was a pertinent factor. 

I would like to make our position clear here, also, in reference to 
testimony of Friday. We took the actual cut as scaled and graded 
by the Grays Harbor Log Scaling and Grading Bureau from the 
period February 14, 1955, to July : 31, 1956, and we found for cedar, 
No. 1 saw log, 40 percent grade yield; No. 2 saw log, 51 percent; and 
No. 3 saw log 9 percent. That is considerably higher than the esti- 

mate used by the Bureau of Indian Affairs in their 1955 reappraisal. 

; me, Cozsurn. Do you have those figures to make a comparison right 
there ¢ 

Mr. Perry. Yes; the estimate used in the 1955 reappraisals by the 
Bureau were No. 1 cedar saw log 15 percent, No. 2 saw log 62 percent, 
No. 3 saw log 23 percent. Another factor that makes it quite signifi- 
cant is that at that time the log values used in the 1955 reappraisal 
sales were: No. 1 cedar log $97. 79, and No. 2 only $54.15. There was 
quite a premium on the No. 1 cedar saw log. 

We also learned that the original grade recovery estimates used in 
the direct appraisal by the Bureau of Indian Affairs were based upon 
a 1916 cruise of the area as modified somewhat by their personal 
knowledge of the timber and what other sales in the general area were 
bringing. We felt that this historic basis of the estimates used in the 
timber reappraisals as compared to this rather high actual yield for 
the period of almost a year and a-half, indicated that some adjustment 

mig t well be necessary in the log grade yield. 

gain, we were reviewing what was ac stually done by the Bureau. 

A question has been raised as to whether they can pr operly use any 
other log grade yield estimates than those that are started in’section 
7 of the contract. Apparently they feel they can, for they have. 

Mr. Copurn. What was that last remark ¢ 

Mr. Perry. Apparently they feel they can, because they have. It 
is those log grade yields that they did use that we were questioning. 

Mr. Cosurn. What were those? 

Mr. Perry. Fifteen percent No. 1 cedar saw log, 62 percent No. 2, 
and 23 percent No. 3. I might add that in the case of hemlock, the 
estimate used in the timber reappraisals of 1955 were in excess of the 
actual yield for the period February 14, 1955, to July 31, 1956. 

Mr. Cosurn. Doyou have precisely how much in excess? ? 

Mr. Perry. Yes. Hemlock in the estimate used in the 1955 reap- 
praisal report, was estimated at peeler log 16 percent, No. 1 saw logs 21 
percent, No. 2 saw log 43 percent, No. 3 saw log 20 percent. The actual 
yield for the period February 14, 1955, to July 31, 1956, was peeler logs 
1 percent, No. 1 saw log 4 percent, No. 2 saw ‘log 5 55 percent, No. 3 saw 
log 40 percent. 

In the case of cedar, the actual yield for that period was consider- 
ably in excess of the estimate. In the case of hemlock, it was lower 
thantheestimate. 

Mr. Cosurn. Lower than the estimate ? 

Mr. Perry. Yes. That is, the cedar actual yield gradewise was 
more and in hemlock less than the estimate. This test was based upon 
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an analysis of 1214 million board-feet of hemlock and 33 million board- 
feet of cedar. 

The conclusion should not be drawn from our a that we have 
recommended that the Bureau use these actual yield figures. The point 
we wish to get across is that these were indicative that the estimates 
used might well be too conservative and we think that they should be 
reconsidered in the new reappraisal. 

Mr. Cosurn. Your conclusion, then, is that the Bureau’s estimates 
are very conservative ? 

Mr. Perry. From all evidence available to us in our audit they 
might well be too conservative. 

Mr. Cosurn. Thank you. 

There is a statement in Mr. Muhonen’s brief where he talks about 
the absence of supporting documentation for figures used in these 
appraisals and reappraisals by the Bureau. 

Could you elaborate in a little more specific way about the subject 
matter of that paragraph ? 

Are you referring to the record of consultations between the Bu- 
reau and the purchasers ? 

Mr. Perry. That was one area, where the Crane Creek revaluation 
report of July 29, 1955, and the Taholah revaluation report of August 
15, 1955, recommended certain revised stumpage rates and percentage 
ratios. However, we found that modifications on September 23, 1944, 
established new and lower rates. 

The reason for decreasing the rates was not clear in the written 
record. We were advised that the adjustments were made after con- 
sultations with the companies in which the companies presented new 
information, and that stenographic notes had been kept, but were not 
transcribed. For that reason there was not available a record of what 
had transpired at this consultation and that bit of information was 
missing. 

Mr. Cosurn. Didn’t you make any effort to have the notes tran- 
scribed ? 

Mr. Perry. We were advised that they could not be transcribed. 

Mr. Cosurn. They could not be transcribed ? 

Mr. Perry. It is my recollection, which is quite clear I believe, that 
the girl who had taken them had not done too effective a job and she 
had since left and no one else was available who could transcribe them 
accurately. 

Mr. Convrn. So that you had no way of checking other than by 
word of mouth the actual facts and figures that went into this rais- 
ing the price at one time and then reducing it later, is that correct? 

Mr. Perry. That is right as there was no written record of what 
transpired at that. meeting. 

Mr. Conurn. There was no written record of what transpired at 
the meeting ? 

Mr. Perry. That is right. We found at several agencies that often 
the cost factors that were made a part of reappraisal computations 
were not always supported as to their source and as to just how they 
were being used. 

Mr. Cosurn. Do you have any way of knowing whether or not 


these facts and figures were ever made available to the purchaser ? 
Mr. Perry. No. | 
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Mr,. Cosurn. So if the purchaser wanted to protest an increase 
in the price, at that particular time at least, based upon those par- 
ticular data, he would not have access to any facts and figures either, 
would he, no more than you had ? 

Mr, Perry. Not unless he was present at the meeting. There was 
nothing in the wrtiten record that we could find or that was supplied 
to us upon our request. 


Mr. Cosurn. How many meetings were there? Do you have any 
record of that ? , 

Mr. Perry. To my knowledge the only record I have is of the one. 
I believe that was in August. It was August 3, 1955. 

Mr. Copurn. However, even the documentation of the facts and 
figures preceding it—and. correct me if I am wrong—was not avail- 
able to you either, was it ? 

Mr. Perry. As I say, this permeated the entire audit and it did 
limit an effective review. 

For instance, the interest rate used on the original reappraisal of 
Crane Creek was 3%/, percent, and later on 4 percent was used, and 
we were unable to find out what prompted that change, to raise the 
33/, to 4 percent. 

Senator Neupercer. Were you here the other day when Mr, Marion 
and Mr. Forrest of Rayonier made their comments on the interest 
rate factor? 

Mr. Perry. Yes. 

Senator Neusercer. What was your feeling about their justifica- 
tion of these interest charges ? 

Mr. Perry. Our legal staff did some work on that very recently. 

Mr. Sunirzer. As I understand their testimony, it was to the effect 
that they had never raised the subject of interest rates for the pur- 
pose of affecting a revision in the rates, that they simply had indi- 
cated it was one of many factors which went into a consideration of 
their cost. 

Senator Nevusercrr. And I think they also made the point that the 
interest rate factor went into the consideration of the timber purchased 
on other types of Federal land, such as forest land and soon. Was not 
that point made? 

Mr. Suntirzer. I do not recall that, Mr. Chairman. 

Mr. Cosurn. I think it is generally understood, Mr. Chairman, 
that companies, when they bid on national forest products, in de- 
ciding how much they are going to bid, do take into consideration the 
fact that they may have to borrow money and pay interest on it. 

Senator Nevupercer. And that is a factor in the ee Do you think 
the manner in which this interest component has been deducted from 
the Indian share of the sales is legal in the case of these sales ? 

Mr. Sunirzer. Mr. Chairman, as we indicated to the Secretary of 
the Interior in our letter, at the moment, from the information avail- 
able to us, we do not see any legal justification for it. We do not see 
any legal justification for the action on the basis of the record which 
we presently have. 

However, as Mr. Muhonen indicated, we are giving the Secretary of 
the Interior an opportunity to present to us information which would 
overcome our presumption. 


Senator Nevsercer. Thank you. Go ahead, Mr. Coburn. 
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Mr. Contry. Did you have anything further to add, Mr. Perry, on 
that lack of documentation ? 

Mr. Perry. No, sir. 

Mr. Cosurn. Mr. Muhonen has mentioned in his statement what 
he refers to as an incorrect computation of the interest. You do not 
take any position in your statement as to the legality of it? 

Mr. Muuonen. After our discussion on what they did on pages 
9 and 10 of my statement we do go on to state that we are now con- 
sidering the legality of the entire question of allowance of interest. 

Mr. Cosvurn. But as Mr. Shnitzer says, you have come to no con- 
clusion. 

Mr. Munonen. Not as yet, sir. 

Mr. Cosurn. I would like your permission, Mr. Chairman, to re- 
view this matter a little bit with Mr. Shnitzer. 

Would you care to give the committee just a brief résumé of the 
major points in the Comptroller General’s letter regarding this in- 
terest. allowance? 

Mr. Strnitzer. Yes, In the first place the Comptroller General has 
held in the past that contracts of this kind, that is, contracts between 
Indians and private parties, to which the Secretary of the Interior 
is a party by virtue of his relationship to the Indians, are in the nature 
of public contracts. 

Also we have held quite consistently that in publie contracts the 
agent. representing the United States has no authority to agree to any 
modifications to the contract to the detriment of the United States 
without some consideration for that detriment. 

By putting the Indians into the place of the United States, since it is 
in the nature of a public contract, we can, I think, arrive at the con- 
clusion, the lost part of our syllogism, that therefore such contract 
with the Indians cannot be modified to the detriment of the Indians 
without some quid pro quo. 

Mr. Cosurn. Is there any consideration going to the Indians or the 
United States Government in this allowance ? 

Mr. Sunirzer. As we indicated in our letter to the Secretary of the 
Interior we are not aware of any and if there is any we would like to 
know what it is. 

Mr. Cosurn. Absent such consideration then, the particular interest 
allowance would be illegal. 

Mr. Suntrzer. Absent such consideration and absent some other 
basis within the contract itself, which is not:apparent to us, we would 
have to arrive at that conclusion; yes. 

Mr. Cosurn. What would be the legal objection to including a rea- 
sonable interest allowance as a cost factor in a profit and risk allow- 
ance? Suppose they had done it that way ? 

Mr. Sunitzer. You mean if they had done tliis at the time the con- 
tract was entered into in 1952? 

Mr. Cosurn. Yes. 

Mr. Sunirzer. None whatever. 

Mr. Cosurn. Suppose they had done it on a reappraisal ? 

Mr. Sunirzer. Any change that they would make within the price 
would have to be within the terms of the contract. 

Mr. Conurn. So that if it isn’t mentioned in the contract you feel, 
just off the cuff, it couldn’t be allowed, is that right ? 
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Mr. Sunrirzer. It need not be mentioned specifically, but it must 
come within the contract, particularly provisions 10 and 11 which pro- 
vide the bases on which changes may be made in ratios. If it cannot 
be placed within one of those factors indicated, then I think we would 
arrive at the conclusion that it is not permitted. 

Mr. Cosurn, If, despite the objections to the use of the conversion 
return theory, the Indian Bureau is justified in using that theory and 
they included a reasonable allowance for interest in the profit and risk 
part of that theory, there would be no objection, would there? 

Mr. Sunirzer. 1 would say it is my understanding that the modi- 
fication was made under provision 10 and in that provision there is the 
following statement: 

If as a result of said review the reviewing officer finds that the character of 
the operation, changes in market conditions, or other factors have altered the 
situation ** * . 

I think that is the crux of that particular provision. 

I believe that if the approving officer makes a bona fide finding that 
any of the factors considered here have altered the situation to the ex- 
tent indicated below, that he would be justified in including that factor 
in a revision. 

Mr. Cosurn. Suppose that they had made a mistake and had for- 
gotten about interest as a cost factor. Would that be considered an- 
other factor under section 10 of the contract? 

Mr. Sunitzer. You mean if they had intended to include that pro- 
vision and both parties had simply overlooked it and it was not in- 
cluded? Of course the contract could be modified on the basis of 
mutual mistake. 

Mr. Cosurn. Yes; but could it not be modified also under the lan- 
guage of the contract, that is, “other factors.” 

Mr. Sunirzer. “Other factors” would have to represent an altera- 
tion the situation, it appears to me, under the language that I have 
quoted. , 

Mr. Cosurn. Which:means that if one of the cost factors had been 
overlooked by both parties and then later on had been discovered, and 
the Bureau had then taken-it into consideration on a reappraisal under 
the language of section 10, and treated itas another factor, would that, 
in your opinion, justify a contract modification ? 

Mr. Sunirzer. No; it would not. 

Mr. Cosurn. It would not? 

Mr. Sunirzer. Would not. 

Mr. Cosurn. Why? 

Mr. Suntrzer. Simply because it did not represent an alteration 
in the situation as indicated in that provision. As I indicated previ- 
ously, they probably could correct the error on the basis of mutual 
mistake because the parties entered into a contract other than what 
they intended. 

Mr. Cosurn. But not under section 10. 

Mr. Suntrzer. But not under section 10. 

Mr. Martiny. Mr. Coburn, I wonder if we could not clarify the 
use of these terms that have possibly been used with different mean- 
ings. We are talking now about a modification of the contract. I 
am wondering if that is actually what happened here by the change 
in rates. This may not be a modification of the contract itself. It was 
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a reappraisal of the rates, so we'don’t want to mislead you into think- 
ing that this actually was a‘ modification in the terms of the contract. 
This was a modification in the rates; the percentages that were used. 

Mr. Cosurn. Which.all leads to price, does it not? 

Mr. Marrtny. The price was modified, that’s right. Sometimes we 
talk about a modification of a contract and sometimes we talk about a 
change authorized under the contract provisions. It is my understand- 
ing that there may not have been a modification here. 

Mr. ‘Cosurn. I am sure that I have Mr. Shnitzer’s point in mind. 
I hope everyone else‘has, but I think it is a key proposition here'as to 
just how this cost’ factor can be included in this’ contract. If it is 
justified as a cost of doing business under the terms of this contract, 
how can it. be disallowed.at this late date? .That is the whole question. 
That also goes to the question of whether or not the Indian Bureau, 
in making an allowance outside of the terms of the contract, did or did 
not commit an improper act. 

Assuming, Mr. Shnitzer, that this is a public contract and that this 
interest allowance does not result, at least as far as we know, in any 
benefit to the Indians or the Government, and assuming just for the 
sake of argument that it is held that this interest allowance is illegal, 
what can the GAO or the Government do about it / 

Mr, Sunrrzer. The first thing we would do would be to address a 
decision to the Secretary of the Interior advising. him that this allow- 
ance was illegal and that therefore an illegal payment had been made 
and requesting him to take whatever action he could to recover the 
amounts involved. 

Senator Neupercer. Could he recover the funds, Mr. Shnitzer, so 
that the Indians from whom the interest had been deducted could ob- 
tain a greater purchase price for their timber? 

Mr. Suntrzer. Could he? 

Senator Neupercer. Yes. 

Mr. Sunirzer. Well, basically the only authority he would have 
would be to make demand upon the contractors. 

Senator Nevupercer. Could he then sue in court ? 

Mr. Sunrrzer. No, sir; the Secretary of Interior could not sue in 
court by himself. The Justice Department would sue at a later point. 

Senator Neupercer. I mean the Government. I should have said 
the Justice Department. Could the Justice Department sue to obtain 
recovery of these interest reductions for the Indian owners of the 
timber ? | 

Mr. Sunirzer. Yes, sir; I believe that would be correct. 

Mr. Cosurn. What Iwas getting at is, what are the steps the Govern- 
ment must take? Do you have those in mind ? 

Mr. Sunirzer. Yes. The first step of course would be to make 
demand upon the contractors. 

Mr. Cosurn. Who makes that demand ? 

Mr. Sunirzer. The Secretary of the Interior would.make the de- 
mand. At the same time the Secretary of the Interior, that is, the In- 
_ terior Department, if they were aware of some payment ow ed by the 
United States to one of the contractors, could advise the agency who 
owed that amount tomake arrangements for possible setoff. 

Mr. Cosurn. Setoff ? 

Mr! Sunirzer, Setofl, yes. Failing that if within a reasonable 
time—usually 180 day s—the Department is unsuccessful in collect- 
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ing the indebtedness, then the matter would be referred to the Gen- 
eral Accounting Office and at the same time the agency would advise 
the Department of the Army, who maintains for all Government 
agencies a holdup list, that the contractor should be placed on the list, 
which is circulated to all agencies of the Government and advises 
them that these particular contractors owe money to the Government. 
Should an agency in turn owe money to the contractor, provision 
would be made for setoff. 
At the same time, when the claim is received by the General Ac- 
counting Office, if there were any claims before us from either of these 
two contractors, we would make arrangements for setoff and of course 
in addition to that we would make demand upon them, and failing 
all of these things we would then turn the matter over to the Depart- 
ment of Justice for suit. 
Mr. Cornurn. I wanted to get this on the record, because it is a 
pretty serious proposition for the contractors involved and I think 
everyone should know just what the penalties are for this sort of 
thing. Here is a case where according to the testimony of the repre- 
sentative of the contractors it was the Indian Bureau that put in this 
interest allowance. Under the steps that you have just outlined the 
companies bear the brunt of the mistake rather than the Bureau of 
Indian Affairs. 
Mr. Sunirzer. Yes, sir. j 
Senator Nevusercer. Is that because the company is the beneficiary ? 
Mr. Sunirzer. If this were illegal, the representatives of the Bureau 
acting for the Indians would have had no authorit) to make such an 
arrangement. Of course this is in the nature of a deduction rather 
than an actual collection, so it is a little unusual, but since he had no 
authority to make such collection, the collection was improperly au- 
thorized and therefore it should be returned. 
Mr. Cosurn. The Indian Bureau here is acting as a trustee, is it not, 
for the Indians ? 
Mr. Suntirzer. Yes, sir. 
. Mr. Copurn. If the Indian Bureau fails in its duty as a trustee to 

the Indians by allowing any illegal interest charge to he made against 
their property, according to the steps and the remedies that you have 
outlined, the Indian Bureau is in the position of a man who gets tapped 
lightly on the wrist. I mean what are the penalties for breach of 
trust.in a case of this kind? 

Mr. Sunrrzer. Of course there is another matter entirely apart 
from this and that is of possible litigation directly by the Indians 
against the United States. 

Mr. Cosurn. That is what I was getting at. 

Mr. Sunirzer. That would not be an action which our Office would 
have anything to do with. 

Mr. Cosurn. I am sorry I pinned you on that, but that would be the 
remedy of the Indians ? 

Mr. Sunrrzer. Yes. 

Mr. Cosurn. So you have several pedple being penalized here, Mr. 
Chairman, as a result of this matter. You have the contractors put 
in a position of jeopardy. You have the Indians going into court 
against the United States Government, and this is by way of comment, 
but itis a sorry situation. 


93277T—57T——-12 
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Senator Neusercer. I think it is a very sorry situation because it 
seems to me that our Government has not been a vigilant custodian of 
the property of these Indians. Ihave been reading the recommenda- 
tions and comments of the General Accounting Office, and I want to 
say I have no criticism of them; I am just grateful to them that they 
have come up with some of this information. On page 8 of the state- 
ment read by Mr. Muhonen, everywhere along the line where a mistake 
has been made it has been made adversely for the Indians so far as 
the price of their timber is concerned. It has never been made tothe 
prejudice of the purchaser, but always of the Indians. 

I look upon ahs fact that the Bureau of Indian Affairs should be 
representing the welfare and interests and benefit of the Indians, the 
purpose for which it was created. Go ahead. 

Mr. Cosurn. Mr. Muhonen, in the course of the investigation, did 
you discover what service, if any, the Bureau of Indian Affairs is per- 
forming for the Indians with this 10-percent administrative fee that, 
as I wulerstand it, they deduct right at the start from the proceeds of 
the sale ? 

Mr. Munonen. That is right. We have that in our work papers. 
Do you want it at any particular reservation ? 

Mr, Cosurn. We are concerned with Quinault here, and I would 
like it applied to Quinault. 

Mr. Munonen. Mr. Mackin here has reviewed our work papers on 
the subject of administrative-expense deductions, and I would like to 
have him review briefly, in summary, what we have on this subject. 

Mr. Mackin. My name is Francis Mackin. I am with the General 
Accounting Office. 

At the Western Washington Agency in fiscal year 1956 the Bureau 
performed scaling as required on approximately 25 small sales, that is, 
sales of less than 2,000 M b. f., that were closed out by June 30, 1956, and 
on approximately 25 other small sales under 2,000 M b. f. that were still 
open at June 30, 1956, and they did the scaling on 2 large contracts 
over 2,000 M b. f. The large contracts referred to are the Quinault 
Lake and Wa-Ach contracts. 

In fiscal year 1956, the foresters at. the Western Washington Agency 
also made an:exhaustive study in preparation for transferring from 
BIA to private Bureau scaling. This study mainly concerned con- 
verting from a 32-foot to 40-foot log basis. The transfer to private 
Bureau scaling on the Taholah sale was effective in July 1956. 

They also, of course, handled the enforcement of the contact pro- 
visions on these two long-term contracts you have been discussing. 

Mr. Conurn. How did they do that? 

Mr. Mackin. You mean what work was involved ? 

Mr. Cosurn. What did they do? 

Mr. Macxrn. Mr. Perry was right at the agency. I think he could 
be more specific than I can. 

Mr. Perry. On each of these two sales there is a full-time timber- 
sales officer and, in general, his job is to see that all the contract pro- 
visions as to cutting requirements are carried out, that logging is being 
carried on in accordance with the contract and with the logging plan 
that. was approved by the Bureau at the beginning of the year. There 
are many small, miscellaneous tasks that he performs. One that comes 
to mind is that much of this timber is hauled by rail. He occasionally 
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rides a handcar down the route of the logs to see if any have fallen 
off. If so, he stops and scales them and submits the scale bill to the 
Bureau office to be certain that the timber is paid for. 

Mr. Cosurn. Could I ask you this, if I may interrupt you: Didn’t 
Mr. Muhonen in his statement criticize the failure to cheb the log-to- 
mill movement ? 

Mr. Perry. We were unable to satisfy ourselves that the Bureau 
has adequate control over the logs as they move from the woods to 
destination point. 

Mr. Cozurn. Is this man you are talking about supposed to do that? 

Mr. Perry. He does some of it, but they have not done much of it. 
They were beginning to do a little of it at the time we were there. I 
believe probably more of it is being done now than was being done 
then. 

Mr. Conurn. Do the Bureau employees, who are supposedly paid 
through this administrative deduction one way or another, pet térn 
any sales planning in conjunction with the purchaser? Do they sit 
down with the purchaser and work out a sales plan, or do they wait 
until the purchaser has drawn up a sales plan and then look it over 
and decide whether or not it is satisfactory? It is a two-pronged 
question. 

Mr. Perry. I am not certain. We, of course, reviewed selective 
transactions. We did not review all the activities carried on by the 
Bureau at this office. Here is a résumé of the fiscal year 1956 expendi- 
tures from this 10-percent fund. 

Mr. Cosurn. Could I ask you, first, how many people are employed 
in these administrative duties on the Quinault in forestry ¢ 

Mr. Macktn. At the time of our visit there, which was in August 
1956, there were 24 people employed, comprised of 7 administrative 
foresters, 3 foresters engaged in general forestry work, 9 forestry aids, 
2 student trainees, and 3 clerical workers. 

Mr, Cosurn. That is a total of 24. 

Mr. Mackiy. A total of 24. 

Mr. Perry. I might add that this is from a list of personnel that 
we were supplied in the area office in Portland. We did not meet all 
of these people. They are in two locations. They are in Everett and 
in Hoquiam. 

Mr. Cosurn. Do they have a road engineer or somebody who is 
concerned with roads in this reservation ¢ 

Mr. Perry. No; they do not, on these contracts, do any road en- 
gineering. 

Mr. Cosvrn. Do they do anything in the way of fire prevention ? 

Mr: Perry. A fire plan is drawn wp; they spent $8,934 in fire 
prevention, 

Mr. Cosurn. How much was that ? 

Mr. Perry. $8,934 in fiscal year 1956. 

Mr. Cosurn. How about reforestation work ? 

Mr. Perry. We noted no reforestation activity on the Quinault 
Reservation. 

Mr. Conurn. How about disease prevention ? 

Mr. Perry. We have reviewed that matter and, other than some 
bear damage, disease and pest control is not a great problem on the 
Quinault. 
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Mr. Copury. Who has the basic responsibility for fire prevention ? 

Mr, Perry. The Bureau could undoubtedly tell you a little better 
than I can. I am not too well versed on that subject, but I do know 
that, under the contract, the purchasers have substantial! responsibility 
for the unit in which they are operating. 

Mr. Copurn. Then the purchaser draws a sales plan; is that correct ! 

Mr. Perry. Logging plan. 

Mr. Cosurn. Do they submit that to the Bureau / 

Mr. Perry. For review and approval. 

Mr. Cogurn. Does the Bureau participate? Do they have a forester 
participate in the drafting of this plan as the Forest Service does? 

Mr, Perry. I do not know, Mr. Coburn. 

Mr. Cosurn. What I am getting at, Mr. Chairman—I think it is 
obvious—I am trying to find out what the Indian Bureau does with 
this money. I w ‘ould not even hazard a guess as to how much the 
Bureau receives—but say it is three or four hundred thousand dollars 
that they get out of these timber sales as a 10-percent, administrative 
fee. W. hat services are performed 

Mr. MuHonen. We do have those figures for the fiscal year. 

Mr. Copurn. Could you put them in the record, please ? 

Mr. Munonen. Would you like them summarized now ¢ 

Mr. Cogurn, Yes. 

Mr. Perry. For fiscal year 1956, the administrative fees earned 
were $143,758. 

Mr. Cosurn. From the sale? 

Mr. Perry. The 10 percent. 

Senator Neusercer. That is, the 10-percent share. 

Mr. Perry. These are available from the Bureau records. The 
expenses for the year were $115,039. 

Mr. Cosurn. So the Government presumably made a profit. 

Senator Nevsercer. About $28,000; is that not right ¢ 

Mr. Munonen. In our report we have recommended that we believe 
these costs should be considered on a cumulative basis, because, when 
you are starting out in developing a forest program, you undoubtedly 
will have heavy costs with very little revenue. As you go along, the 
reverse may be true. One of our recommendations to the Bureau is 
that they establish an accounting record to show cumulatively by fiscal 
year the total expenditures and revenues. 

Senator Nreuspercer. Do you have a question, Mr. Wolf? 

Mr. Wor. Mr. Muhonen, is it correct that this 10 percent reduc- 
tion goes into miscellaneous receipts and therefore is not available to 
the Bureau to expend ¢ 

Mr. Mvnonen. Unless the forest activity expenditures are paid for 
by the tribe the 10 percent deduction would go into miscellaneous 
receipts. 

Mr. Wotr. What happens on the Quinaielt? ? 

Mr. Mvunonen. It goes to miscellaneous recei 

Mr. Wotr. Is it also correct that they alent 10 percent of the 
advance payments when they are made? 

Mr. Mvnonen. That is correct. 

‘Mr. Wour. Would that mean that on the Crane Creek contract they 
would have deducted something in the neighborhood of $300,000, 
and on the Taholah contract an almost similar amount ? 
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Mr. Munonen. I believe we have the totals here, do we not? 

Mr. Perry. We only have the total for the fiscal year 1956. The 
procedure is that in the case of advance payments to the Indian al- 
lottees, the 10 percent is deducted and deposited to miscellaneous 
receipts at the time the advance payment is made. 

Mr. Woxr. So there has already been a substantial amount put into 
miscellaneous receipts ? 

Mr. Perry. That would seem to speak in part for the excess in this 
1 year. 

Senator Neusercer. Do you think the Government should pay the 
Indians interest in getting that in advance as the Indians are charged 
by the company? ‘That is a facetious question, perhaps, but the poor 
Indians get it going and coming. Their 10 percent for administrative 
expenses of the Government is deducted in advance before the Gov- 
ernment spends it, but when the company purportedly has to borrow 
money to buy the timber from the Indians, the company deducts 
for their interest prior to the time the Indians receive the money. Lo, 
the poor Indian, as somebody once said. 

Mr. Copurn. Mr. Chairman, I was trying to get at that it might be 
legitimate if they are performing services equal to the value of the 
money they take from the Indians. If they are doing something for 
the Indians then it might be justified. What are they doing for the 
Indians? 

Mr. Perry. We do have a breakdown further of the Bureau rec- 
ords of this $115,039 expended in fiseal year 1956. $13,790 was spent 
for timber cruises and management plans, $13,367 for timber sales 
preparation, $30,298 for timber sales supervision, $819 for timber sales 
marking, $44,556 for timber scaling, $70 timber sale permits, $3,183 
for other forests management, and the $8,934 for fire control preven- 
tion and presuppression, and there is an additional $22 for fire sup- 
pression, a total of $115,039. 

Mr. Cosurn. In fiscal 1956 ? 

Mr. Perry. In fiscal year 1956. 

Mr. Conurn. And that took into consideration, I suppose, the sal- 
aries of these 24 employees ? 

Mr. Perry. All the employees that were there during the year. We- 
cannot vouch for those 24 employees because we were just at the one 
office, the Hoquiam suboffice, and did not go to Everett. 

Mr. Wotr. Is it correct that you are talking about the entire Western 
Washington Agency in these figures ? 

Mr. Perry. Yes. 

Mr. Worr. On the Quinaielt itself there are just two large contracts 
in existence, is that correct ? 

Mr. Perry. At the time we were there the Lake Quinaielt contract 
was still in the process of winding up as I recall and Boulder Creek 
had not wound up yet. 

Mr. Worr. There were four at the time. 

Mr. Perry. They do have a lot of small shake sales and those present 
administrative problems and do require possibly a disproportionate 
amount of supervision, but they have been getting it. 

Mr. Wo tr. Do you know the extent to which money is accrued, for 
example, from the shake sales? That 10 percent does not meet the 
cost of operation and therefore in effect it is taken out of the 10 per- 
cent that might be coming in from a large sale, such as Quinaielt Lake? 
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Mr. Perry. That is conceivable, but I do not know it. 

Mr. Cosurn. I think in the interest of time, Mr. Chairman, if they 
could give us a job description of each of these 24 people who are 
supposed to be engaged in, forestry activities, for the record, later 
on we could include it, @¢ to function, as to what they actually do. 

Senator Neupercer, I will join in the request and hope you can 
provide that for us. I would be useful to see the validity of this 10 
percent. 

Mr. Perry. Would you like that broken down between the Quinaielt 
Reservation and the balance of the Western Washington Agency ? 

Senator Nevpererr. I just want to say for the record, this is in no 
Way any criticism whatsoever of the personnel engaged in this as 
individuals, but merely to ascertain the justification for this 10 per- 
cent deduction from the Indians’ timber stumpage receipts. 

(See p. 327.) 

Mr. Cosurn. There is one more question I would like to ask Mr. 
Martiny or somebody in a position to give us a direct answer. 

Have you people reached any conclusions with regard to the Forest 
_ Service taking over the forest management functions for the Bureau 

of Indian Affairs on Indian timber ? 

Mr. Munonen. We have not yet. I believe after our audit report 
on the Forest Service is issued we might be in a better position to 
comment on that. 

Mr. Cozurn. When will that be issued, approximately ? 

Mr. Munonen. We have sent a letter on that to this Committee. I 
believe the report is expected by the end of May. 

Senator Nevnercer. I just want to add before Mr. Wolf asks a few 
questions which he has, that if Mr. Coburn had not asked that ques- - 
tion I intended todo so. It seems to me that, out of all this, the prin- 
or thing is what constructive suggestions we have for improvement. 
If it is possible that the welfare of the Indians and the Government, 
which means the general public, in many instances, would be improved 
by having the Forest Service administer this Indian timber, I know, 
just speaking for myself, I would favor such a change and I would 
be very interested in your conclusions on this when they are ready. 

Go ahead, Mr. Wolf. 

Mr. Worr. I would like to ask Mr. Perry one question, since he has 
been auditing in the field. 

Do you believe that the Forest Service stumpage rates rest on better 
data than do the rates established by the Bureau of Indian Affairs? 

Mr. Perry. Our analysis would indicate that the Forest Service 
does use a wider range of data generally before they establish such 
things as log value and profit and risk ratios to be used, and while we 
do not hold up the Forest Service as the epitome, we do feel that gen- 
erally in their information they have used a wider range of data and 
since it is available we think that the other agencies in this case should 
also use it to the extent that they can. 

Mr. Woxr. Do you think they have greater consistency in the ap- 
plication of their data than does the Bureau of Indian Affairs, just 
based on your personal experience auditing the two agencies? 

Mr. Perry. We found in both agencies they will vary the data in 
various sale units. I could not say that one is more consistent in its 
use than the other. 
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Mr. Wo tr. I do not mean using the same figure all the time, but I 
mean greater consistency in the application of concepts. 

Mr. Perry, I have not come to that conclusion in my work. We 
have reviewéd a lot more Forest Service timber appraisals than Bureau 
of Indian Affairs. Possibly that is why. 

Mr. Wor. Do you find it less difficult to ascertain where Forest 
Service figures come from in the appraisals than the Bureau of Indian 
Affairs ? ; 

Mr. Perry. Yes. 

aon Doone There is a better documented record behind the ap- 

raisa 
P Mr. Perry. They generally have a very detailed record, the sources 
of information and how they are used in the particular sale. 

Mr. WotF. I was wondering, in view of the testimony the other day 
and as a result of your experience as an auditor, Mr. Perry, whether 
you felt there was some better method of arriving at value of the 
timber than the use of the conversion return theory. 

Mr. Perry. I have no knowledge of any better method. 

Mr. Woxr. You would not suggest, for example, that they should 
compare one stumpage rate with another and establish it that way? 

Mr. Perry. No, 

Mr. Wor. You think this idea of ascertaining the quality of the 
timber and the distance to market and then applying average logging 
cost data is a sound method ? : 

Mr. Perry. I think the general method is sound. The difficulty the 
agencies are having is in the raw data that they use in the formula. 
The formula I think is basically sound. We have never had reason to 
question it. 

Mr. Wor. Would you presume that when these increases come as a 
result of bidding it may represent the fact that somebody else thinks 
the timber is more valuable or that he has greater efficiency than some 
of his competitors? 

Mr. Perry. Yes. It is very difficult to determine. Apparently there 
are lots of reasons why one particular operator can bid a certain figure 
for timber when another operator cannot. 

Mr. Wotr. Do you think that the grades that are used, for example, 
in appraisals, should be varied in the course of an appraisal because 
a particular purchaser says that he got a higher or a lower grade than 
the appraisal estimate, or do you think that the appraiser should try 
to establish an average grade which he thinks represents the situation ? 

Mr. Perry. Generally the procedure is to try to determine the 
average recovery for the sale as a whole and if that can be done reason- 
ably accurately we have not taken exception to that procedure, but 
we do feel where you later have knowledge that your original estimate 
was inaccurate, an adjustment should be made. 

Mr. Wotr. However, you think that adjustment would be prorated 
when vou are dealing in a long-term sale, so that you are not taking un- 
due advantage of the situation ? 

Mr. Perry. That is right. 

Mr. Wotr. Thank you. 

Senator Neupercer. Do you have any more questions ? 

Mr. Cosurn. ‘No, sir. 

Senator Neupercer. I want to thank you gentlemen very much for 
being here. Your information is most helpful and it may be that when 
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we resume again early in May we may want to call upon you gentle- 
men for some further information. In the meanwhile, thank you 
very much for being here. | 

Mr. Munonen. Thank you, Mr. Chairman. 

(The chairman later directed that the audit report and the com- 
ment of the Department of the Interior on it be placed in _ record 
at this point.) 


AvupiIt REPORT TO THE CONGRESS OF THE UNITED STATES 


ADMINISTRATION OF FOREST MANAGEMENT ACTIVITIES BY BUREAU OF INDIAN 
AFFAIRS, PORTLAND, OREG., AREA OFFICE, DEPARTMENT OF THE INTERIOR, No- 
VEMBER 1956 


By the Comptroller General of the United States 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., April 9, 1957. 
Hon. SAM RAYBURN, 
Speaker of the House of Representatives. 


Deak Mr. SPEAKER: Herewith is our report on the Administration of Forest 
Management Activities by the Bureau of Indian Affairs, Portland, Oreg., Area 
Office, Department of the Interior, as of November 1956. 

The Special Subcommittee on the Legislative Oversight Function, Committee 
on Interior and Insular Affairs, United. States Senate, and the Subcommittee on 
Public Works and Resources, Committee on Government Operations, House. of 
Representatives, sitting jointly, held hearings in November 1955 and February 
1956 on Federal timber sales policies in the Pacific Northwest. In the reports 
issued by the committees, comments were made on various aspects of the Bureau’s 
forestry program. Our review took the committee findings into consideration 
and this report includes comments on the principal deficiencies noted in our 
review together with our recommendations to the Secretary of the Interior and 
the Commissioner of Indian Affairs. Our findings relating to methods used by 
the Bureau in reappraising Indian timber on two long-term, large-volume sales 
on the Quinault Reservation are particular significant. 

A copy of this report is being sent today to the President of the Senate. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptrotler General of the United States. 
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REPorRT ON REVIEW OF ADMINISTRATION OF FoREST MANAGEMENT ACTIVITIES BY 


BuREAU OF INDIAN AFFAIRS, PORTLAND, OREG., AREA OFFICE, DEPARTMENT OF 
THE INTERIOR, NOVEMBER 1956 


The General Accounting Office has made a review of the administration of 
forest management activities by the Bureau of Indian Affairs, Portland, Oreg., 
area office, Department of the Interior. This examination was made pursuant 
to the Budget and Accounting Act, 1921 (31 U.S. C. 53), and the Accounting and 
Auditing Act of 1950 (31 U. 8S. C. 67). The examination was performed at the 
Portland, Oreg., area office of the Bureau and at the Klamath, Warm Springs, 
western Washington, Yakima, and Colville Indian agencies. The field work was 
completed in November 1956. The scope of our review is explained on page 196.* 









1 Page references in the Comptroller General Audit Report have been changed to conform 
with hearing pages. 
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GENERAL COMMENTS 


Pursuant to its responsibility under law for the trusteeship, development, pro- 
tection, and effective use of Indian lands, resources, and other assets, the Bureau 
of Indian Affairs (BIA) administers about 16 million acres of Indian-owned 
forest and woodland containing about 41 billion board-feet of timber. Although 
up-to-date and accurate inventory figures on Indian timber are not available for 
all locations, the Bureau estimates that about 6 million acres or 38 percent of 
this area with an estimated volume of 30 billion board-feet of timber are com- 
mercial timberlands. The remaining 10 million acres contain an estimated volume 
of 11 billion board-feet of timber which is considered noncommercial because of 
its inaccessibility or because it is of inferior timber species. An up-to-date inven- 
tory of forest lands would result in a considerable increase in the estimate of 
usable timber on hand because additional grades of timber and species of trees 
are now considered to be merchantable. 

The Portland area office is responsible for management of about 2,600,000 acres 
of the 6 million acres of commercial forest lands administered by the Bureau of 
Indian Affairs. In addition, the Portland area administers about 400,000 acres of 
noncommercial forest lands. Seventeen billion board-feet or about 56 percent 
of the estimated total timber on commercial forest lands administered by the 
Bureau is under jurisdiction of the Portland (Oregon) area office. An esti- 
mated 16,845,000 thousand board-feet is on reservations supervised by the five 
agencies visited during our review. 

Forest management includes forest inventorying; growth studies; preparation 
of management plans; protection of the forests from fire, insects, disease, and 
trespass; appraisal and reappraisal of stumpage in accordance with contractual 
provisions; and administration of active timber sales, including general super- 
vision, marking of trees to be cut, scaling of cut trees or logs to determine mer- 
chantable volumes and amounts due from purchasers, and disposing of logging 
slash. 

Forest management and protection are financed from appropriations by Con- 
gress and from funds made available by the various tribes. It is the stated 
policy of the Bureau to encourage increasing participation by the tribes in the 
financing of their forestry programs. 

The first general authorization for sale of live timber from Indian land was 
the act of June 25, 1910 (25 U. 8S. C. 406-407). Most of the sales of Indian timber 
subsequent to 1910 have been accomplished under the provisions of this act. 
Section 6 of the Indian Reorganization Act of June 18, 1934 (48 Stat. 986), pro- 
vides that the Secretary of the Interior shall make rules and regulations for the 
operation and management of Indian forests on the principle of sustained yield 
management. This act applies to tribes that have accepted it, but it is also the 
policy of the Secretary of the Interior to manage the timberlands of other 
tribes in accordance with the principle of sustained yield wherever timber is 
available in sufficient quantity to render such policy economically feasible. 

Timber is sold under contract or under permit. Sales of an estimated value 
of greater than $100 are made under contract after advertisement. by sealed bid, 
by public auction, or by a combination thereof. Open-market sales to Indians, 
however, may be made without advertisement for timber not exceeding $5,000 
in amount. All sales of timber of less than $100 are covered by permit. 

In calendar year 1955, the latest year for which complete data are available, . 
Bureau-administered Indian timber cut for sale totaled 674,391 thousand board- 
feet and receipts from sales amounted to $11,371,365. In the Portland area for 
the same year the timber cut for sale totaled 472,553 thousand board-feet and 
receipts from sales totaled $8,478,981, accounting for 70 percent and 74 percent, 
respectively, of all Indian timber sold. Timber operations at the 5 agencies 
visited by us accounted for 68 percent of all Indian timber cut for sale in calendar 
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year 1955 and for 72 percent, of the total receipts. in that. period. Sales for eal- 
endar year 1955 in the Portland area are summarized : 












































| * Total | Timberecutunder | Timber cut under 
| contract permit 
Location hs 
} i 
Thousand | Receipts | Thousand | Receipts | Thousand | Receipts 
board-feet | board-feet | board-feet 
ideale hice sil ed Lethal —sitnnbaiaaiel ino attplt po pnnnnoenispeialin 
| 
Visited by GAO: 
Colville: -. .. 2.222222. 89, 749 | $1, 483, 638 89, 534 | $1, 483, 156 215 $482 
Mlawiath: 5 sciic be 80,775 | 2, 608,353 80, 684 | 2, 608,084 91 269 
Warm Springs_...........) 52, 696 996, 653 52, 696 Lo mI ee el aE 
Western Washington... 182, 441 | 1, 637, 590 182,187 | 1, 635, 475 | 254 2,115 
Yakimec ..52UJ. cif. L522 | 50, 313 1, 474, 727 50, 308 1, 474, 667 5 60 
I a i a Bi tan 455,974 | 8, 200, 961 455, 409 | 8, 198, 035 | 565 | 2, 926 
Not visited by GAO: 
Grand Ronde-Siletz....... 1, 682 33, 885 - 1, 682 WS bias h- tcleccisl ade 
Northern Idaho-..:.__.... 5, 921 69, 851 5, 251 65, 941 | 670 3, 910 
RAMIOSEEDN 4 inns nchidvddineooiin 8, 976 174, 234 8, 946 173, 984 30 i 
CO EEE cccmnomscnl 472, 553 | 8, 478, 981 471, 288 | 8, 471, 845 | 1, 265 7, 136 
| 














During our review of the administration of forest management activities, 
we observed certain deficiencies in the various forestry programs. Following 
is a brief description of the principal deficiencies noted and our recommenda- 
tions thereon for corrective action. 


Principal findings and recommendations 


1. Absence of current reliable forest inventories.upon which to base the devel- 
opment of management plans.—Forest management plans based upon accurate 
forest inventories have not been developed at the Warm Springs, Western 
Washington, Yakima, and Colville Agencies. A prerequisite to sound forest 
management is an accurate forest inventory that shows where the timber is, 
how much there is by species, and the potential growth by species and by 
areas. Forest inventory and growth data for the Indian reservations of the 
Portland area are inadequate. 

We are recommending that the Commissioner, Bureau of Indian Affairs, take 
steps to assure that the completion of forest inventories and the development 
of comprehensive forest management plans are expedited. Our detailed com- 
ments and recommendations on forest inventories and management plans are 
on page 182. , 

2. Bureau has undervalued timber sold under long-term contracts on the 
Quinault Reservation—We reviewed the October 1, 1955, reappraisals by the 
Bureau of Indian Affairs of timber sold under contracts No. I-101-IND—1902, 
Crane Creek UWnit,, purchased by Rayonier, Ine, and No. I-101-IND-1766, 
Taholah Unit, purchased by Aloha Lumber Co., and concluded that the Bureau 
has undervalued this Indian timber because it has: 

(a) Substantially underestimated. the quality of western redcedar, the 
predominant species in these units. 

(bd) Incorrectly computed the interest expense on advance payments 
made by the purchasers to Indian allottees. As a result, the interest allow- 
ance made is too high. 

(c) Improperly alowed profit and risk on the amount of the interest 
expense allowances. The interest allowance should not have been included 
in the base upon which the profit and risk allowance was computed. 

In addition our comments in this report on log values (see p. 182), profit and 
risk allowances (see p. 183), and long-term, large-volume sales (see p. 188) point 
out additional factors bearing on the low prices received for timber sold under 
these two contracts. ; 

The Special Subcommittee on the Legislative Oversight Function, Senate 
Committee on Interior and Insular Affairs, and the Subcommittee on Public 
Works and Resources, House Committee on Government Operations, in their 
reports on Federal timber sales policies make the observation that existing 
prices on the Quinault Indian Reservation are substantially below prices paid 
for comparable Federal timber in the same area. Our review findings tend to 
substantiate this observation. 
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So that income from timber sales on the Quinault Reservation will be more 
in line with the value of the timber, we are recommending to the Commissioner, 
BIA, that the Crane Creek and Taholah sales be reappraised immediately, giving 
full consideration to the factors cited above. 

See page 184 for a more detailed discussion of the October 1, 1955, reappraisals 
of the Crane Creek unit and Taholah unit. 

8. Log values used in timber appraisals are low.—Log values used by BIA 
in appraising Indian timber at western Washington agency reservations are 
low. The log values are generaly lower than those used on appraisals of 
Government-owned timber in that area. The United States Forest Service in 
apraising Government-owned timber in that area uses a wider range of data 
in setting log values than BIA uses on Indian timber. Bid prices received by 
the Forest Service on sales on the west side (western slope and west of Cascade 
Mountain Range) are usually in excess of the appraised values which are 
based on the higher log values. Because log values used are not representative 
of the true value of timber, consideration is being given to basing appraisals on 
the lumber or end-product market values. 

We are recommending that, until such change is made, the Commissioner, 
BIA, require the Bureau to use additional sources of available log price data in 
appraising western Washington Agency timber. 

This matter is discussed further on page 182. 

4. Profit and risk allowances in appraisals and reappraisals.—Profit and risk 
allowances in appraisals and reappraisals of Indian timber greater than the al- 
lowances made on Government-owned timber sold in the same area. While the 
profit and risk allowances in Forest Service appraisals of Government-owned tim- 
ber have generally declined during the past several years, the tendency on In- 
dian timber sales has been for the profit and risk allowances to rise generally to 
12 to 15 percent. The Forest Service profit and risk allowances are based and 
periodically adjusted upon study and analysis of actual sales transactions. These 
data should be considered by the Bureau in the appraisal and reappraisal of 
Indian timber. 

See page 183 for further comments. 

5. Inadequate control over logs moving from the woods to scaling points.— 
Our review of timber-scaling operations on two long-term contracts on the 
Quinault Reservation disclosed that adequate controls to assure an accurate ac- 
ceunting for all logs leaving the sales areas do not exist. Cutting takes place at 
several locations simultaneously, and the logs are moved a considerable distance 
to several scaling points where they are scaled by a private scaling bureau. 

Essentially, the Bureau is dependent upon the proficiency and integrity of the 
timber purchasers and their contractors and employees to assure that all logs 
are properly scaled and accounted for. 

We are recommending to the Secretary of the Interior and the Commissioner, 
BIA, that the Bureau design and place in use on the Quinault Reservation, and 
elsewhere as needed, procedures that will assure an accurate and reliable 
accounting for logs. 

Further comments on this matter are on page 189. 

6. Long-term, large-volume sales deter competition for Indian timber.—Our 
examination disclosed that less competition and lower prices are received on long- 
- term, large-volume sales than are received on relatively short-term, low-volume 
sales. Under the Bureau’s timber sales policies many long-term, large-volume 
a have been made in the past and many of these long-term contracts are still 

effect. 

We are recommending that the Secretary of the Interior and the Commissioner, 
BIA, make a study to determine whether long-term, large-volume sales should 
be discontinued and more short-term sales of smaller volume be made to help 
asec maximum competition and the receipt of top market prices for Indian 
t r 

Further comments are contained on page 188. 

7. Inadequate check-scaling activity.—Timber cut at most Indian agencies un- 
der the Portland area office is scaled (measured) by BIA employees. A certain 
portion of timber sold is also check-scaled (remeasured) by BIA employees. In 
calendar year 1955 the Portland area agencies check-secaled only 3.13 percent of 
the total timber scaled during the year. For the 5 agencies visited by -us the 
largest check-seale achieved was 4.65 percent and the lowest was 1.91 percent. 
No check scaling had been performed at the Colville Indian Agency for calendar 
year 1956, as of October 2, 1956. The Indian Affairs Manual (53 IAM 208.12H) 
states that check scaling of less than 5 percent of total volume ordinarily will be 
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considered an inadequate check. Area and agency forestry employees were of 
the opinion that, as a minimum, the 5 percent requirement is sound. A check- 
seale summary report for calendar year 1955, which clearly disclosed the small 
volume of check scaling during that period, was forwarded to the Washington 
office (forestry branch) on March 27, 1956. -No action was taken by the Washing- 
ton office to assure that a greater percent would be check-scaled in subsequent 
ears. 

. We are recommending that the Secretary of the Interior and the Commis- 
sioner, BIA, take action to assure that annual check scale summary reports 
are analyzed critically and that corrective action is promptly initiated when a 
report discloses an unsatisfactory level of check scaling. 

Further comments are contained on page 189. 


8. Need for completion of access road systems on the Warm Springs and 


Yakima Reservations.—Our reviews at the Warm Springs and Yakima Agencies 
disclosed a need for early completion of the access road systems at these reserva- 
tions. On both reservations substantial areas are not accessible by road. The 
possibility of timber losses due to pine bark beetle infestation is acute on these 
reservations and adequate access roads should be available for salvage of the 
‘timber in the event of future.major epidemics. Corollary benefits that would 
be derived from having a complete access road network on these reservations 
are better protection from fire, accelerated sanitation-salvage programs, and 
an impetus to competition for Indian timber. We believe that the costs incurred 
should be borne by the Indians since they will be the principal beneficiaries of 
the proposed road system. 

Accordingly, we are recommending that the Commissioner, BIA, require dis- 
cussion of this matter with the tribes with the objective of obtaining consent 
of the Indians for the use of tribal funds for access road construction. 

This matter is also discussed on page 190. 

9. Timber sale contracts do not specify the location of access roads or minimum 
construction standards,—The Portland area office has not followed the practice 
of specifying in timber sale contracts the location cf access roads to be built 
by timber purchasers or ininimum construction standards to which the roads 
must be built. Since future sales plans contemplate that logging units will be 
developed by a succession of small-volume sales, it is important that the Bu- 
reau designate the location of each segment of the access road system that is 
constructed by the various purchasers. This designation will assure that the 
system will be logically and efficiently developed to tap all the timber in the 
unit at minimum cost. In these shorter term sales, the purchasers will not have 
a long-range interest in the access roads that they construct. For this reason 
the Bureau should establish minimum construction standards designed to assure 
that the roads are constructed for long-range use. 

To assure that access roads are located and constructed to serve the long- 
range as well as immediate needs of the timber program, we are recommending 
that the Secretary of the Interior and the Commissioner, BIA, require that all 
timber sale contracts specify the location of access roads to be constructed by 
purchasers and minimum construction standards to which the roads must be 
built. 

This matter is discussed further on page 191. 

10. Failure. to recover administrative expenses from timber sale receipts — 
The Code of Federal Regulations. (25 C. F. R. 61.25) provides that, unless 
otherwise instructed by the Commissioner, BIA, 10 percent of the gross amount 
received from timber sales will be deducted for administrative expenses. Amounts 
deducted are used to reimburse the Government or Indian tribe involved for 
eosts incurred. If administrative expenses are less than 10 percent, the deduc- 
tions are to be reduced accordingly. In computing the reimbursable expenses 
incurred, the Bureau excludes such forest management and protection expenses 
as timber access road maintenance costs, fire-suppression costs, area office direct 
ferestry costs, and indirect costs at the agency and area office levels. If for- 
estry is to be considered a reimbursable function, all definable costs incurred in 
carrying on the activity should be recognized before the percentage of adminis- 
trative deductions is reduced below the 10 ee level prescribed in the regula- 
tion. 

We are recommending ‘to the Secretary of the Interiot and the Commissioner, 
BIA, that all direct and definable forestry costs be considered as chargeable to 
the administrative fee deductions from timber sale receipts and that an account- 
ing record be established to show cumulatively, by fiseal year and by reservation, 
total forestry expenditures and total administrative fee deductions. We are 
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recommending also that, at reservations where the administrative fee deduction 
percentages have been reduced below 10 percent, these actions be reconsidered 
in the light of our report comments. 

This matter is discussed in more detail on page 192. 


ADMINISTRATION OF FOREST MANAGEMENT ACTIVITIES 


Forest inventories 


Absence of current reliable forest inventories upon which to base the develop- 
ment of management plans.—Forest management plans based upon accurate for- 
est inventories have not been developed at the Warm Springs, Western Washing- 
ton, Yakima, and Colville Agencies. A prerequisite to sound forest management 
is an accurate forest inventory detailing where the timber is, how much there 
is by species, and the potential growth by species and by areas. From this data 
can be developed forest management plans and eutting budgets. Forest in- 
ventory and growth data for the above-listed Indian reservations of the Portland 
area office are inadequate. 

The objectives sought in the management of Indian forests commit the Bureau 
to a policy of sustained yield forest management. In title 25, Code of Federal 
Regulations, section 61.5, it is stated that this sustained-yield forest-management 
policy will be given practical expression through the medium of forest working 
plans for all reservations of major importance from an industrial forestry 
standpoint. Also, title 25, Code of Federal Regulations, section 61.2 provides 
that the development of reservation timber will not be authorized until practical 
methods of cutting are prescribed which will assure the perpetuation of the 
forest, prevent unnecessary waste, and make possible effective protection against 
destructive agencies. 

Our review also disclosed that the Indian agencies listed above are not main- 
taining a perpetual timber inventory record as required by the Indian Affairs 
Manual (53 I. A. M. 204.08). We were advised that the maintenance of this 
record was discontinued when it became evident that new forest inventories were 
needed and that its maintenance would be resumed at each agency when current 
forest inventory data have been obtained.° 

Recommendation.—To provide a sound and effective basis for the orderly har- 
vesting of Indian timber, we recommend that the Commissioner, BIA, take 
steps to assure : 

1. That forest inventories on the major reservations in the Portland area, 
except the Quinault Reservation,’ be completed as soon as possible. 

2. That comprehensive forest management plans be prepared for each 
reservation as soon as the forest inventories are completed. 


Appraisals and reappraisals 


Appraisals and reappraisals of Indian timber are made to determine the value 
of the standing timber (stumpage). The appraised value of stumpage is arrived 
at by deducting estimated production costs and an allowance for profit and risk 
from either the value of the log at the mill (called log value) or from the value 
of the end product (lumber value). Generally the appraised value is the mini- 
mum price that the Bureau will accept under a timber-sale contract. The ad- 
vertised appraised value may be the highest bid price in sales where there is 
little or no competition. Consequently, it is necessary that the appraisals be as 
accurate as possible. Long-term sales usually provide for a redetermination 
(reappraisal) of the value of timber included in a contract of sale when market 
conditions or other stated factors so warrant. 

Log values used in timber appraisals are low.—The log values used by the 
Western Washington Agency in appraising Indian timber are low. They are 
generally lower than the log values used by the United States Forest Service for 
appraisals of Government-owned timber in the same area. ‘The log values used 
at the Indian agency are obtained from the Pacific Northwest Loggers Associa- 
tion’s Composite Sales Analysis and the Timberman, an international lumber © 
journal. The Forest Service establishes log values for use in timber appraisals 
by compiling and analyzing various data obtained from— - 

1. Trade journals. 


1 Beeause of the large number of applications for fee patents and supervised sales being 
received at the Quinault Reservation, we concur with the views expressed by Western 
Washington Agency and Portland area office officials that a complete forest inventory at 
Siow adien be deferred until the long-range responsibilities of the Bureau can 

e clearly define . 
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2. Oregon State College Extension Service. 

3. Contacts with industry. 

4, Pacific Northwest Loggers Association’s biweekly and quarterly trans- 
action summaries. 

5. Past trends, as shown on graphs maintained in the regional office in 
Portland, Oreg. 

6. Current market trends in the lumber and allied industries and the gen- 
eral economy. 

On most Forest Service sales on the west side (western slope and west of 
Cascade Mountain Range) bid prices received are far in excess of the appraised 
values which are based upon these higher log values. 

Log values used by either agency are not really indicative of market value be- 
cause considerations which are not disclosed in the transaction evidence affect 
the quoted prices. These considerations are in the form of bonuses, financing of 
equipment, road-construction sharing agreements, and trades. Area and agency 
officials plan ‘to appraise Indian timber on an end-product basis after studies now 
being made by the Forest Service in this regard are completed, 

Recommendation.—To help obtain top market prices for Indian timber, we _ 
recommend that the Commissioner, BIA, require the use of additional sources of 
available log price data in appraising timber at the Western Washington Agency 
until such time as the Bureau changes its practice of basing appraisals on the log 
market to that of basing them on the lumber or end-product market. Also, close 
liaison should be maintained with other Federal agencies selling timber in the 
area. 

Profit and risk allowances in appraisals and reappraisals.—Profit and risk per- 
centage allowances in appraisals and reappraisals of Indian timber are higher 
than the computed percentage allowances made on Government-owned timber 
sold in the same areas. Also, these allowances increased during 1951-55 on In- 
dian timber appraisals while similar computed allowances on Federal timber in 
the area decreased significantly. 

The Bureau currently allows 12 to 15 percent for profit and risk in applying 
the following formula to arrive at the stumpage value of the Indian timber. 

Log price 
Stympage= 1+profit and risk percentage 
Profit and risk margin=log price— production costs—stumpage 


The effect of using 12 to 15 percent with this formuia is to provide a profit and 
risk allowance of 12 to 15 percent of the sum of purchasers’ estimated production 
costs and the cost of the stumpage. 

Using the same basic formula in appraising Government-owned timber, the 
Forest Service during calendar year 1955 used profit and risk ratios of from 6 
to 12 percent on west side timber offered for sale in the area adjacent to Indian 
timber, an average for the year of 10 percent. During the first half of calendar 
year 1956, the average profit and risk allowance on Forest Service west side tim- 
ber offered for sale in the adjacent area was 9 percent.* On east side sale offers, 
the Forest Service in 1955 allowed an average profit and risk margin of 11 per- 
cent; in the first half of 1956 the average allowance was about 10 percent. 

An example of the contrast in profit and risk ratios used by two Federal 
agencies follows. The BIA Crane Creek sale on the Quinault Reservation showed : 





—production costs 


SS 


Cedar Hemlock Douglas- White 
fir fir 


Profit and risk percentage in 1951 appraisal.........___- 10.9 12.4 "10.2 11.9 
Profit and risk percentage In 1955 reappraisal__......--- 15.0 12.0 12.0 12.0 
| } 





Data on Forest Service profit and risk allowances by species were not readily 
available. During this same period at the adjacent Olympic National Forest, 
however, the average profit and risk ratio used by Forest Service for all species 
decreased steadily from 11.9 percent in 1951 to 6 percent in 1955, We noted that 
the Forest Service profit and risk ratios are periodically adjusted in recognition 
of actual bid prices on previous timber sales. Thus, during the period when 





2 All Forest Service west side timber offered for sale showed an average stated profit and 
risk margin of 7.4 percent in calendar year 1955 and 6.1 percent in the first half of 1956. 
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actual sales transactions indicated to the Forest Service that a decreasing profit 
and risk allowance was in order, the profit and risk allowances by the Bureau 
increased or remained fairly constant. ; 

In the Bureau’s long-term sales the risk assumed by the purchasers is mini- 
mized by providing for quarterly adjustments of stumpage prices based upon 
fluctuations in the log or lumber markets and for reappraisals of stumpage when 
changes in marketing conditions occur. Also, roadbuilding and logging risks 
generally are no greater on BIA sales than on other Federal timber sales. 

There is a need in both agencies for better data on selling prices, costs, and 
profit margins for use in timber appraisals. The Forest Service does, however, 
give consideration to a wider range of data in appraising timber than does the 
Bureau of Indian Affairs. Bid records of both agencies on sales in which com- 
petition was demonstrated, when compared with appraised prices, indicate that 
timber appraisals are too low because appraised prices usually fall far short 
of the market value. We believe that available data on and studies of actual 
timber sales transactions should be considered by the Bureau in determining the 
percentages to be allowed for profit and risk. 

Use of unaudited operators’ costs in appraisal and reappraisal of timber.— 
Operating costs used in appraising and reappraising Indian timber are obtained 
by the Bureau from data submitted by operators. No audit is made by the 
Bureau of the operators’ records to determine the reliability and accuracy of the 
costs for the purpose for which the Bureau is going to use them. The absence 
of a review of the operators’ cost accounting system and of a selective audit of 
transactions precludes reasonable assurance that the cost data obtained are 
reliable and accurate. More detailed knowledge and insight into operators’ costs 
would be of value to the Bureau of Indian Affairs. Greater reliance can be 
placed on audited data, and a knowledge of the costs recorded and of the manner 
in which they are recorded is necessary if the pertinent cost factors are to be 
analyzed and interpreted correctly. 

Recommendation.—To improve the reliability of appraisal data relative to op- 
erators’ costs of operation, we recommend that the Commissioner, BIA, coop- 
erate with the United States Forest Service and the Bureau of Land Manage- 
ment in arranging for a staff to perform reviews and audits of the cost account- 
ing systems of operators who permit examination of their records, The pro- 
posed staff. should receive technical assistance from foresters as needed and 
could perform other functions such as assisting in the development of good sales 
merchandising policies and mairtaining a peridg@ic index of lumber selling prices 
for use in making adjustments of stumpage values. : i 

Bureau has undervalued timber sold under long-term contracts on the Quinault 
Reservation.—Our examination included a review of certain long-term, large- 
volume timber sales, including timber sale contracts No. I-101-Ind. 1902, ap- 
proved June 30, 1952, with Rayonier, Inc., for timber on the Crane Creek unit, 
and No, I-101-Ind. 1766, approved May 12, 1950, with Aloha Lumber Co. for tim- 
ber on the Taholah unit, both on the Quinault Indian Reservation in western 
Washington. The volume of timber involved was initially estimated at 614,000 
thousand board-feet on the Crane Creek unit sale and 545,000 thousand board- 
feet on the Taholah unit sale. The logging volumes cited in the contracts were 
estimates only and, under the terms of the contracts, the volume of timber 
marked or otherwise designated is to be cut by the purchasers regardless of 
whether it is more or less than the estimated volumes. The actual volume is 
determined by scaling each merchantable log that is cut. The timber covered 
by the Crane Creek contract is to be cut prior to April 1,. 1986; all timber un- 
der the Taholah contract is to be cut prior to April 1, 1979. : ; 

During the spring and summer of 1955, the Bureau reappraised the ratios 
between stumpage rates and log prices on these two contracts in accordance with 
contract provisions. Because the Bureau found that the existing ratios between 
the stumpage rates and log prices provided by these two contracts did not re- 
fiect the market value of the stumpage, the ratios were revised effective October 
1, 1955. 

We reviewed the October 1, 1955, rappraisals of these two timber sale con- 
tracts and concluded that this Indian timber is undervalued. Comments relating 
to the valuation of this Indian timber follow. ia b 

1. The log-grade yield data used in these reappraisals is based principally on 
cruise data available at the time the timber was offered for sale. Analysis of all 
timber cut from the Crane Creek unit from February 14, 1955, through J uly 31, 
1956, indicates a much higher log-grade yield than was used in the reappraisals. 
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Following is a summary of the log-grade yield analyses for the two major species 
on the Crane Creek unit: 





| | | 
Estimate | Actual yield | Log values 











used in from Feb. 14,| used in 1955 

Log grade timber 1955, to July ryepprsten 
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This test is based upon analyses of 12,567,640 board-feet of hemlock and 
33,726,790 board-feet of cedar. 

The log prices used by the Bureau in the 1955 reappraisals illustrate the fact 
that the use of inaccurate log-grade yield data has a materiai effect on the 
stumpage values arrived at in the reappraisal process, particularly in view of the ~ 
proportionately high value of No. 1 cedar sawlogs. The tabulation shows that - 
the Bureau has undervalued the cedar on the Crane Creek unit and overvalued 
the hemlock. The net result on the contract as a whole is to materially under- 
value the timber because cedar is the predominant species and is a more valu- 
able species. Our analysis also indicated that the estimated log-grade yield for 
Douglas-fir, Sitka spruce, and western white pine is understated in the October 
1, 1955, reappraisal of the Crane Creek unit. 

Comparable actual log-grade yield data for the Taholah unit were not avail- 
able at the time of our field review of these contracts. The Taholah unit ad- 
joins the Crane Creek unit and it seems likely that the log-grade yields are 
quite comparable on both units. 

2. Section 14 of each of the contracts provides for advance payments to be 
made by the purchasers as follows: Within 30 days of the date of approval 
of the contract on each allotment, 25 percent of the estimated value of the timber 
thereon is to be paid; within the next 3 years an additional 15 percent is to be 
paid; an additional 10 percent is to be paid within 6 years of approval of the 
allotment contract. Because the regulations provide for monthly payments by 
the purchaser for all timber cut during the month, the advance payments are 
earned by the Indian allottees as cutting progresses. Thus, advance payments 
would total 50 percent of the estimated stumpage values on those allotments on 
which cutting has not started during the 6-year period and various lesser amounts 
on those allotments on which timber is cut during the first 6 years. 

In appraising the value of the timber initially, for the purpose of arriving at 
minimum stumpage prices that would be accepted for the timber, the Bureau did 
aot eonsider interest expense applicable to the advance payments as a cost of 
production to be deducted from log value in arriving at appraised value. At the 
time of the 1955 reappraisal, at the insistence of the purchasers, interest ex- 
pense was allowed as.a cost of production. 

The method used by the Bureau to compute the interest charges on each con- 
tract was as follows: The average annual investment in advance payments was 
estimated, based on the estimated volume and value of the timber and the esti- 
mated cutting rate per year; this amount was prorated over the estimated volume 
of timber to be cut to arrive at an average annual investment per thousand board- 
feet of timber ; the interest rate (4 percent on the Crane Creek contract and 5 per- 
cent on Taholah) was applied to the average annual investment of the purchaser 
to arrive at an interest charge per thousand board-feet.. The resultant interest 
charge was considered as a production cost, and the appraised value of the 
timber on each of the two sales units was reduced by the amount of the interest 
charges computed. 

From the standpoint of individual Indian allottees, the method used may 


result in numerous inequities. For example, because. interest. expense is applied 
98277-—57-—_—18 ’ 
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as a reduction of the sale price to the volume of timber to be cut, individuals 
from whose allotments the same volume of timber is cut are charged the same 
amount of interest even though one may have an advance for 2 years and another 
for, say, 5 or more years. Similarly, allottees whose timber is cut after the ini- 
tially estimated volumes for the entire units have been cut will pay no interest 
even though they will have had advance payments for many years. Additional 
inequities to individuals result from overruns on individual allotments bec:use 
timber actually cut exceeds the estimated: volumes on these allotments. 

Because the interest charge is applied to all timber cut on each allotment since 
October 1, 1955, the interest charge paid by allottees is exorbitant and may equal 
or even exceed the amounts of advance payments. Available data on allotments 
upon which the complete cut had been made as of October 31, 1956, indicate 
that overruns on both contracts will be sizable. On the five Crane Creek allot- 
ments completely cut as of October 31, 1956, overruns range from 86 percent to 
225 percent.: On 11 Taholah allotments on which cutting was completed, under- 
runs of 37 percent and 54 percent took place on 2 allotments. On the remaining 9 
allotments, overruns ranged from 3 percent to 117 percent. 

The Bureau’s contention in regard to individual inequities is that advantages 
and disadvantages resulting from a sales transaction must be shared by all al- 
lettees. Thus, quality of timber may differ between allotments yet the stumpage 
rate is the same; road construction costs to one allotment may be relatively 
small while to another they may be costly. In these instances, costs and bene- 
fits are shared by all allottees. The Bureau's view is that, as with other costs, 
the interest charge penalizes or benefits the owners depending on the location of 
their lands and the prorating of interest charges to individual allottees would not 
be consistent with the handling of other costs. 

The propriety of the interest allowance was questioned by the Joint Committee 
on Federal Timber, and the Secretary of the Interior was requested to rescind 
the interest allowances made. The interest charged to Indians was also criti- 
cized as discriminatory because the cost charged to each Indian land allottee is 
not based on the size of the advance payment the individual received and the 
length of time which elapsed between the advance payment and the date his 
timber is cut. 

In his reply to the congressional committees, transmitted by letter dated Octo- 
ber 16, 1956, the Secretary stated that over 99 percent of the areas involved in 
these two sales are trust allotted lands, that investment in advance payments 
is, thus, a serious consideration, and that the fact that interest was not specifically 
considered initially does not prohibit its consideration in subsequent valuations. 
He further stated that more time was needed to study the committee’s recom- 
mendations, including those concerning the interest allowances. 

We were informed in December 1956 that a final determination as to revisions 
in stumpage rates on these two contracts had not yet been made but that changes 
deemed to be desirable would be made by April 1, 1957. The General Accounting 
Office is studying this matter to ascertain the propriety of the interest charges 
and allowances.* 

8. The interest expense on the advance payments made by the purchasers to 
the individual Indian allottees was incorrectly computed and the errors served 
to allow too much interest expense in the two reappraisals. The errors made 
are as follows: 

(a). The period prior to October 1, 1955, was included in establishing the 
base on which to apply the interest fortnula. By so doing, the Bureau, in 
effect, permitted a retroactive adjustment of prices paid for stumpage cut 
prior to October 1, 1955; which we believe to be improper. When the interest 
factor was to be introduced at October 1, 1955, the proper procedure would 
have been to take the actual unliquidated advance payments at that date 
and add the estimated future advance payments. This procedure would have 
reduced the amount of the advance payments to which the interest formula 
was applied. : 

(>) In estimating the future advance payments to be made, consideration 
was not given to the fact that some allottees would not receive second and 
third advance payments because their allotments would be cut over during 
the 3-year intervals between advance payment due dates. This oversight 
resulted in overstating the amount of advance payments on which the in- 
terest allowance was based. 


* See letter dated April 5, 1957, from Comptroller General of the United States to Secre- 
tary of the Interior, p. 55 of this report. . 
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(c) In computing the interest allowance on the Taholah unit, the Bureau — 
computed the purchaser’s investment in advance payments based on an esti- 
mated annual cutting rate of 27 million board-feet. The contract has a 
maximum cutting rate of 100 million board-feet for each 3-year period be- 
ginning April 1, 1950. During calendar years 1952 through 1955 the aver- 
age annual cut has been 32,739,330 board-feet. Accordingly, we believe that 
an average annual cutting rate of 33 million board-feet should have been 
used instead of 27 million board-feet. This would have accelerated the antic- 
ipated liquidation of the advance payments and thereby decreased the 
amount of interest expense per thousand board-feet properly allowable. 

‘(d@) An interest rate of 5 percent was used on the interest expense compu- 
tation for the Taholah unit, and 4 percent for the Crane Creek unit. Since 
these reappraisals were made at the same time and since the purchasers do 
business in the same area, a common interest rate should be applied to both 
reappraisals. There is nothing in the reappraisal files that would suggest 
that the lower rate (4 percent) would not be a fair rate of interest to be 
used on both contracts. 

4. The profit and risk allowance was computed on a base that included the 
interest allowance. As a result the profit and risk allowance on the Crane Creek 
sale was overstated $0.23 per thousand board-feet on cedar and $0.18 per thou- 
sand board-feet on other species, On the Taholah sale the profit and risk allow- 
ance was overstated $0.24 per thousand board-feet on cedar and $0.20 per thou- 
sand board-feet on other species. 

5. A profit and risk allowance of 15 percent was allowed on cedar and 12 per- 
cent on all other species in the reappraisals on both units. These allowances 
are high compared with the computed profit and risk allowances on sales of 
Federal timber in this area. (See p. 183 of this report.) 

The Special Subcommitte on the Legislative Oversight Function of the Senate 
Committee on Interior and Insular Affairs and the Subcommittee on Public 
Works and Resources of the House Committee on Government Operations in 
their reports on Federal timber-sales policies make the observation that existing 
prices on the Quinault Indian Reservation are substantially below prices paid 
for comparable Federal timber in the same area. We reviewed prices obtained 

‘by the Forest Service on 15 sales contracts in the Olympic National Forest, 
Quinault working circle, an area adjacent to the Quinault Indian timberlands. 
A comparison of the prices for each species obtained on these contracts with those 
obtained for the same species on the Crane Creek and Taholah contracts tends to 
substantiate the subcommittees’ observation. In most instances the sale prices on 
Federal timber were substantially in excess of those received on Indian timber. 

Admittedly, the determination of comparability of timber is a complicated 
matter. However, the large gap between the prices being received for Quinault 
Reservation timber and those being received in this same region for United States. 
Forest Service and State of Washington timber is not entirely due to differences 
in quality or accessibility. Adjustment of the above-listed deficiences in the 1955 
reappraisals will result in stumpage values more closely approximating the indi- 
eated market value of stumpage in the Grays Harbor area. 

Recommendation.—To provide sales prices and income to Indians from timber 
sold from the Quinault Reservation that will be more in line with the value of 
the timber, we recommend to the Commissioner, Bureau of Indian Affairs, that 
the Crane Creek and Taholah sale units be reappraised immediately, giving the 
following factors full consideration: 

1. The log-grade yield estimates should be revised based on the actual 
we: grade yields that are available. 

. The interest allowances should be recalculated to correct errors noted 
in “our comments above. 

3. Profit and risk should not be computed on the interest allowances. 

Our comments on page 183 relating to the percentages used in computing 
the profit and risk allowances should also be considered. 

Area office officials advised us that a reappraisal study in currently’ being 
made on the Crane Creek and Taholah units and that the points we raised would 
be considered. 

Value of timber byproducts not considered in tim ber appraisals.—In appraising 
Indian timber, consideration is not given to the value of timber byproducts, such 
as chips used by pulp and hardboard manufacturers, lath, sawdust, and bark. 
Byproducts have value and the present method of appraising Indian timber fails 
to credit the stumpage with this value. The Pacific Northwest Forest.and Range 
Experiment Station, United States Forest Service, is currently conducting mill- 
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waste studies and data should be available soon relative to the value of timber 
byproducts. 

Recommendation—To provide appraised values for Indian timber that are 
closer to the market. value, we recommend that the Commissioner, Bureau of 
Indian Affairs, direct the Portland area office to obtain from the Forest Service 
Experiment Station, all data currently available relative to the. commercial 
value of timber bypreducts and to further direct that these data be used in 
all subsequent timber evaluations. 

Absence of documented support for appraisal and reappraisal computations.— 
We. were often unable to obtain work paper support that explained how certain 
figures used in the appraisal and reappraisal of timber were derived or why 
certain data were used in preference to other data. Figures and data which 
would not. be verified by reference to work papers varied in the different 
agencies. Generally, information such as production costs used was not docu- 
mented; also, reaSons why certain costs were used in lieu of others were not 
explained, The basis for interest rates used on the Taholah and Crane Creek 
reappraisals and reasons for increasing the Crane Creek interest rate from 
3% percent to 4 percent could not be determined from the work papers. The 
absence of explanatory supporting documentation made our review of timber 
appraisals quite difficult and made it impossible for forest managers at the 
Indian agencies to answer some of our questions on matters that occurred prior 
to their entrance on duty at those agencies. The failure to document computa- 
tions and decisions that comprise timber appraisals is a serious deficiency because 
it precludes an effective review of the appraisals and, upon subsequent reap- 
praisals, deprives the reappraising forester of valuable historical data that are 
pertinent to the reappraisals. 

Recommendation.—To assure that all pertinent data relative to appraisal and 
reappraisal of any timber-sale contract are available for reference and use in 
subsequent reappraisals and to provide a means for effective review of timber 
appraisals and reappraisals, we recommend that the Commissioner, Bureau of 
Indian Affairs, require all computations and judgment factors that underlie 
the forest officers’ reports on appraiSals and reappraisals to be completely docu- 
mented and retained in the agency files. 


Timber sales policies 


One of the objectives of the Bureau’s timber-sales program is to obtain the 
maximum return for Indian timber consistent with a sustained-yield program. 
We noted, however, certain practices that did not conform to the Bureau’s stated 
objectives for timber sales. 

Long-term, large-volume sales deter competition for Indian timber.—Our 
examination disclosed that less competition exists and lower stumpage prices 
are received on long-term, large-volume sales than on relatively short-term, 
low-volume Sales. In accordance with Bureau timber-sales policies, long-term, 
large-volume sales (such as the two contracts on the Quinault Reservation) 
have been made in the past and many of these long-term contracts are still in 
effect. Bureau employees stated that these long-term sales were necessary to 
foster initial development of the reservations. Generally, there is no longer 
a need for these long-term developmental sales. 

Agency and area office officials agreed that the best prices are received on 
relatively small sales and stated that these smaller sales usually generate fewer 
administrative problems. Area office officials stated that the Bureau contem- 
plates limiting timber sale contracts to 5 years’ duration and a maximum of 
50 million board-feet. They believe that reappraisal provisions can be omitted 
from contracts of this duration if the stumpage prices are tied to an industrial 
index that will automatically adjust the stumpage values periodically. 

Recommendation.—We recommend that the Secretary of the Interior and the 
Commissioner, BIA, make a study to determine whether long-term, large-volume 
sales should be discontinued and more short-term, small-volume sales be made to 
help assure maximum competition and the receipt of top market prices for 
Indian timber. : 

Need for correlation of timber sales plans with those of adjacent United States 
national forests.—Indian timber sales plans are not periodically correlated with 
the sales plans of adjacent United States national forests. All five of the agencies 
we visited border on United States national forests and, to a substantial de- 
gree, sell stumpage to the same markets as do the national forests. Annual 
correlation of the sales plans of the two agencies would assure timely offerings 
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by both the Bureau and the National forésts and Would help to avoid flooding 
the market with stumpage and thereby depressing stumpage prices. The cor- 
relation of sales plans will be of particular importanee in the future because 
more moderate-size sales are planned by the Bureau. Annual correlation of 
sales plans with those of the Bureau of Land Management in areas served by 
‘both agencies should also be beneficial. 

Recommendation.—To assure that Indian and Federal timber is offered for 
sale in an orderly and timely. manner, we recommend that the Secretary of the 
Interior and the Commissioner, BIA, instruct all forest managers to annually 
correlate their sales plans with the sales plans of the United States Forest Serv- 
ice and Bureau of Land Management offices that sell timber to the same markets 
served by the Indian timber. 


Scaling of timber sold 


The timber cut is measured (scaled) at various points in the woods or at other 
check points. Payments are made for the timber at the agreed on stumpage 
rates based on the volume scaled. 

The timber cut at most agencies in the Portland area is scaled by Bureau 
employees. At the Western Washington Agency, however, most of the scaling 
is done by a private scaling bureau. A limited amount of checking of scalers’ 
measurements of timber cut (check scaling) is also carried on by the Bureau. 

Inadequate check-scaling activity.—In calendar year 1955 the Portland area 
agencies check-scaled only 3.13 percent of the total timber scaled during the year. 
For the agencies we visited, the check-scaling activity was as follows: 
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No check scaling had been performed at the Colville Agency in calendar year 
1956 as of October 2, 1956. 

The Indian Affairs Manual (53 IAM 208.12H) states: 

“Check scales will be made and recorded in Check Scale Book Form 5~—925 
in accordance with instructions contained in the book. Check scaling of less than 
5 percent of total volume ordinarily will be considered an inadequate check. More 
frequent checking is required when review is being made of work prepared by 
inexperienced scalers.” 

Area office and agency office forestry employees advised us, upon inquiry, 
that the 5 percent minimum standard is sound and should be met each year by 
each agency. More extensive check scaling than was made in 1955 is dictated 
by the present-day high value of stumpage and the further fact that much of 
the check scaling is performed in such a manner that the scaler knows he is 
being check-scaled. These two factors, in our opinion, make it mandatory that 
a higher level of check scaling be practiced in the Portland area than was done 
in 1955. Pursuant to discussion of the matter, area officials agreed that, although 
the results of the check scales made in 1955 were satisfactory, the volume of 
the check scale was generally too low. 

A check scale summary report for calendar year 1955, which clearly discloses 
the small’ percent of check scaling during that period, was forwarded to the 
Washington office (forestry branch) on March 27, 1956, but no action was taken 
by the Washington office to assure that a greater percent would be check-scaled 
in subsequent years. 

Recommendation.—To assure a safe level of check scaling on all reservations, 
we recommend that the Secretary of the Interior and the Commissioner, BIA, take 
the necessary steps to assure that annual check scale summary reports are ana- 
lyzed critically. Corrective action should be taken promptly when a report dis- 
closes an unsatisfactory level of check scaling. 

Inadequate control over logs moving from the woods to scaling points——Our 
review of scaling operations on two long-term, large-volume contracts on the 
Quinault Indian Reservation disclosed that adequate controls to assure an accur- 
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ate accounting for all logs leaving the sales areas do not exist. Essentially the 
Bureau is dependent upon the proficiency and integrity of the timber purchasers 
and their contractors and employees to assure that all logs are accounted for 
from the time they leave the cutting areas until they reach the scaling points. 
The contracts in question are contract No. I-101-—Ind.-1902, June 30, 1952 
(Crane Creek unit purchased by Rayonier, Inc.), and contract No. I-101-Ind.- 
1766, May 12, 1950 (Taholah unit purchased by Aloha Lumber Co.). 

These are large sales and cutting takes place on several areas simultaneously. 
The logs move over long distances to several different scaling points where they 
are scaled by a private scaling bureau. There is no formal procedure in use to 
give the Bureau a satisfactory assurance that all logs are accurately accounted 
for. Accurate log accountbility is particularly important on these two scales 
because they are made up almost entirely of timber from individual Indian land 
allotments. 

A test of 28 land allotments on the Crane Creek sale was made by the forest 
manager, Western Washington Agency, during our review visit. This was a 
comparison on land allotments on which cutting had been completed or tempo- 
rarily discontinued of the log count made by species and by allotments by a 
Rayonier, Inc., employee at the Crane Creek transfer station (point at which 
logs are transferred from truck-haul to railroad-haul) with the log 
count received on the official log-scale reports prepared by the private scaling 
bureau. The official log scale is performed after the logs leave the transfer sta- 
tion. Following are the results on certain allotments which did not compare 


favorably: 






Log count at} Log count 

Allotment ! Crane Creek per scale Difference 
transfer reports | 
station | 














1 Not the official land allotment numbers. 








This test was too small to be conclusive in itself. However, it adds to our 
belief that the Bureau does not have adequate assurance that the logs moving 
from the cutting areas to distant scaling points are adequately accounted for. 
An accurate accounting for these logs is of importance to the individual Indian 
allottees and is a responsibility of the Bureau. 

Recommendation.—As a safeguard against possible losses, we recommend to 
the Secretary of the Interior and the Commissioner, BIA, that suitable pro- 
cedures to properly account for all logs by allotments, from the time they leave 
the cutting areas until they are scaled, be designed and placed in use on the 
Quinault Reservation and elsewhere as needed. These procedures should include 
provisions for prompt marking and scaling of logs and the use of a load receipt 
ticket procedure. 


Access roads 

Need for completion of access road systems on the Warm Springs and Yakima 
Reservations.—Our audits at the Warm Springs and Yakima Agencies disclosed 
a need for early completion of the access road systems at these reservations in 
the interest of effective forest management. Substantial areas on both reserva- 
tions are not accessible by road. The forest managers estimated that about 
100 miles of roads are needed to fully develop the Warm Springs Reservation 
and about 75 miles of road are needed on the Yakima Reservation. The possibil- 
ity of great timber losses due to pine bark beetle infestation is particularly 
acute on these reservations. Access roads are necessary so that the Bureau 
can move in quickly to salvage damaged trees before material losses occur. 
Corollary benefits that would be derived from having a complete access road 
network on these reservations are better protection from fire and the accelera- 
tion of sanitation-salvage sales programs. In addition, the existence of an ade 
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quate access road system will permit smaller operators to bid on Indian timber, 
thereby increasing competition and sales prices. 

Recommendation.—To provide a means for promptly harvesting overmature 
and damaged timber and to reap the corollary benefits of a fully developed 
timber access road system, we recommend that the Commissioner, BLA, require 
discussion of this problem with the Warm Springs and Yakima Indians with 
the objective of obtaining consent of the Indians to use tribal funds for access 
road construction. 

Timber sale contracts do not specify the location of access roads or minimum 
construction standards—The Portland area office has not followed the practice 
of specifying in timber sales contracts the location of access roads to be built 
by the purchasers and minimum construction standards to which the roads must 
be built.. In the past, entire logging units sometimes have been developed by 
one operator under a long-term sale and the purchaser was permitted to locate 
and construct the access road system as he deemed necessary. Roads built under 
these contracts were generally of a high standard and desirably located because 
the purchasers were to use them over a 15- to 30-year period. 

Further sales plans contemplate that logging units still undeveloped will be 
developed by a succession of smaller volume sales. This type of program will 
require that the Bureau designate the location of each segment of road con- 
structed by the various purchasers to assure that the system developed will tap 
all the timber in the unit at minimum cost. Also, in these smaller volume, 
shorter term sales the purchasers will not have a long-range interest in the access 
roads that they construct. . For this reason it is important that the Bureau 
establish minimum standards to assure that the roads are constructed for long- 
range use. , 

As an illustration, we found at the Klamath Agency that some secondary 
logging roads built by timber purchasers -were constructed without adequate 
drainage provisions. These roads often wash out in the spring and when 
needed for fire protection or other use must be partially rebuilt by the Bureau. 

Recommendation.—To assure that access roads are located and constructed 
to standards that will serve the long-range as well as the immediate needs of 
the timber program, we recommend that the Secretary of the Interior and the 
Commissioner, BIA, add to the existing timber sale regulations a provision to 
require that all timber sale contracts specify the location of access roads to be 
constructed by purchasers and minimum construction standards to which the 
roads must be built. 

Failure to require road repairs by loggers.—The Bureau incurred expenses for 
road repairs at the Colville Indian Agency because loggers were not required 

_to correct undesirable road conditions. Section 37 of the General Timber Sale 
Regulations provides that the purchaser shall protect improvements upon the 
sale area as well as possible and will promptly repair damages. 

According to representatives of the Agency’s roads branch, there were at least 
four locations on the Colville Reservation where loggers were not required to 
ditch out spur roads they had built off Indian Service roads. As a result, water 
runoff from the spur roads caused erosion of the Indian Service roads, At an- 
other location the logger was not required to repair the shoulders of the Indian 
Service road that his logging operation had broken down. Roads branch repre- 
sentatives estimated that extra expenses of over $1,400 were incurred by the 
branch in the spring of 1956 to repair the damages caused by erosion and to 
repair road shoulders. 

Recommendation.—To eliminate undesirable road conditions caused by log- 
ging operations and to reduce the possibility of extra expenses to the Govern- 
ment, we recommend that the Commissioner, BIA, require that timber sale areas 
be inspected jointly by forestry and roads representatives promptly after leg- 
ging operations are completed and that operators be directed to perform neces- 
sary repairs as required by the general timber sale regulations. We suggest that 
a joint certificate of inspection and satisfactory completion of repairs be pre- 
pared and filed before a certificate of completion of timber contract is issued. 


Forest cleanup 


Snag-felling provisions of timber sale contracts not enforced—The Colville 
Agency has not required timber purchasers to fell snags (dead trees). Snag 
felling is required in every timber sale contract unless a waiver in writing is 
issued by the agency superintendent. Waivers have not been issued nor have 
the contract requirements concerning snag felling been enforced, The impor- 
tance of felling snags stems from the fact that they are particularly susceptible 
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to fire, and it isthe common practice to require that they be felled in the interest 
of fire prevention and sound forest management. -This would seem to be partic- 
ularly important at the Colville Agency because it is in'a high fire hazard locality. 

On October 4, 1956, subsequent to our visit at the Colville Agency, the acting 
superintendent wrote the area director requesting advice on what the snag-felling 
practice should be. The area director replied that, unless tribal authorities or 
allottees requested that snags be left for firewood, the felling provisions of the 
contracts should be enforced. On October 25, 1956, the superintendent wrote the 
area director that, by Resolution No. 1956-238, the tribe asked that purchasers 
holding active timber sale contracts on the Colville Reservation be relieved of 
snag-felling requirements on tribal lands. We were advised on October 31, 1956, 
that the area office is studying the matter. 

In his letter of October 4, 1946, the acting superintendent stated that : “Whereas 
some of the snags are used for wood, many areas are completely untouched.” 
Thus it seems that. the Indians are not using many of the dead trees that are .- 
jeft for their use as firewood. 

Recommendation.—To provide compliance with timber sale contract provi- 
sions relative to felling snags and to reduce the risk of fire by reducing the 
Snag-stands at the Colville Reservation, we recommend that the Commissioner, 
BIA, require the Portland area director to ascertain the volume of snags that 
the Indians will actually need for firewood and to enforce snag-felling require- 


ments of timber sale contracts for volumes of snags in excess of the needs of the 
Indians. 


Administration of timber sale contracts 


Failure. to recover administrative expenses from timber sale receipts —In 
determining the amount of administrative expenses to be recovered from timber 
sale receipts, the Bureau excludes such forest management and protection ex- 
penses as timber access road maintenance costs, fire-suppression costs, area 
office and central office direct forestry costs, and indirect costs at the agency, 
area office, and central office levels, such as procurement, property management, 
accounting,.and personnel administration. The basis for recovering adminis- 
trative expenses is found in title 25, United States Code, section 413, which states: 

“The Secretary of the Interior is authorized, in his discretion, and under such 
rules and regulations as he may prescribe, to collect reasonable fees to cover 
the cost of any and all work performed for Indian tribes or for individual 
Indians, to be paid by vendees, lessees, or assignees, or deducted from the pro- 
ceeds of sale, leases, or other sources of revenue: Provided, That. the amounts 
so collected shall be covered into the Treasury as miscellaneous receipts, except 
when the expenses of the work are paid from Indian tribal funds, in which 
event they shall be credited to such funds.” 

‘Pursuant to this basic authorization, the Secretary of the Interior prescribed 
in title 25, Code of Federal Regulations, section 61.25: 

“Tn all sales of timber from either allotted or unallotted land a sufficient . 
deduction will be made from the gross proceeds to cover the cost of examining, 
supervising, advertising, collecting, disbursing, accounting, marketing, scal- 
ing, caring for the slash, and protection from fire the timber and young growth 
left standing on the land being logged or upon adjacent land. Unless special 
instructions have been given by the Commissioner of Indian Affairs as to the 
amount of the deduction or the manner in which it is to be made, 10 percent 
of the gross amount received for the timber sold under regular supervision from 
allotted or from unallotted land will be deducted by the superintendent to cover 
administrative expenses as required by the act of February 14, 1920 (41 Stat. 
415; 25 U.S. C. 418), as amended. * * *” 

In May 1956 this matter was studied by the Bureau and it concluded as 
follows: 

1. If forest administration funds were expended at any agency in years 
prior to the beginning of a timber sale program, no attempt will be made to 
recoup such, expenditures through deductions from timber sale receipts in 
later years. 

2. The expenses for which reimbursement is to be made are expenditures 
at the agency level from funds appropriated for Branch of Forestry activities, 
except funds appropriated specifically for fire suppression or pest control. 
Funds appropriated specifically for fire suppression and pest control are in 
the nature of disaster expenditures, similar to Federal appropriations for 
protection of state and private lands, and reimbursement therefor through 
timber sale deductions should not be required. 
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3. At agencies where timber species have low stumpage values, or where 
the volume of timber sales will remain at a relatively low level, no attempt 
should be made to balance expenditures and deductions. A deduction of 10 
percent of gross income is currently the maximum that should be enacted. 

4. Expenditures at the central and area officés from funds appropriated 
for Branch of Forestry activities are not to be offset by deductions from tim- 
ber sale receipts, nor are expenditures from other funds at agency, area 
office, or central office levels to be offset by such deductions. It is not reason- 
able to make such offsets because these activities are in the nature of general 
overhead expenditures by the Federal Government as trustee of the Indian 
estate. It would also be practically impossible to determine what portions 
of such expenditures are properly chargeable to forest administration at a 
particular agency. 

Based upon this rather narrow interpretation of the forestry costs that should 
be recovered from timber sale receipts, the Bureau reduced the percentage of 
administrative deductions on the Warm Springs Reservation from 10 percent to 
7 percent, effective July 1, 1956, and is currently considering lowering the per- 
centage deductions on the Yakima and Colville Reservations. 

We believe that expenditures for items such as road maintenance, fire sup- 
pression, pest control, and area office direct forestry costs should be considered 
as administrative expenses to be recovered from timber sale receipts. If for- 
estry is to be considered a reimbursable function, we believe that all definable costs 
incurred in carrying out the activity should be recognized before the percentage 
of administrative deductions is reduced below the 10 percent level. prescribed. 

Examples of costs incurred at the agency level in fiscal year 1956 which we 
believe should be considered as recoverable are: 


Fire-suppression costs—Warm Springs Reservation 
Timber access road maintenance costs—Coville Reservation (estimate) — 40, 356 
Timber access road maintenance costs—Yakima Reservation (estimate). 26, 400 


Recommendation.—To provide more equitable criteria-for judging the adequacy 
of the administrative expense deduction at each reservation and for prorating 
the fees deducted from timber sale receipts at reservations where the tribe shares 
the financing of the forestry function, we recommend to the Secretary of the In- 
terior and the Commissioner, BIA: 

1. That all direct and definable forestry costs be considered as chargeable 
to the administrative fee deductions from timber sale receipts. 

2. That an accounting record be established in the area office to show 
cumulatively, by fiscal year, by reservation, the total forestry expenditures 
and the total administrative fee deductions. This cumulative record of costs 
and deductions should serve as the basis for determining the adequacy of the 
deductions. A balance between expenditures and deductions in any one year 
is not as sound a basis for evaluating the adequacy of the deductions as is 
the cumulative balance. 

3. That, a reservations where the administrative fee deduction percentages 
have been reduced from 10 percent, these actions immediately be reconsidered 
in the light of our recommendations 1 and 2 above. 

Properly completed allottees’ powers of attorney not obtained prior to sale of 
timbder,—Our review of timber sale contracts at the Yakima Agency disclosed 
that signed powers of attorney had not been obtained from all allottees of 
Indian land prior to sale of timber from allotments on the Dry Logy wnit* 
We found eight unsigned powers of attorney for deceased Indians for whom 
the superintendent should have signed, as required by the Indian Affairs Manual 
(58 TAM 206.01A (2) (b)). There were 13 unsigned powers of attorney for 
minors for whom the parents or guardians should have signed, as required by 
53 IAM 206.01A (2) (c). There were nine other unsigned powers of attorney 
for which signatures were not obtained. For all) butvone allotment (No. 2381),. 
the majority of the heirs had executed properly signed powers of attorney as 
required by 53 TAM 206.01A (2). However, this same regulation requires: that 
every rete effort be made to obtain consent of all the heirs. Our sélec- 


4 Although the hina is a trustee of Indian lands, it is necessary to obtain powers of 
attorney from allottees before selling timber from these lands. Our audit report to the 
Congress on the administration of Indian lands by the Bureau of Indian Affairs, January 
1956, was issued on November 26, 1956 (B—114868). That report includes a number of 
observations and recommendations relating to Indian-owned lands. We believe that the 
solution to problems pointed out in that report is basic to the objective of an orderly 'with- 
drawal of Bureau supervision over the affairs of Indians. 
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tive test, which involved examination of every tenth Indian land allotment 
folder, indicates that every reasonable effort was not made in obtaining signed 
powers of attorney from all allottees on the Dry Logy unit. 

We brought this matter to the attention of the superintendent and the forest 
manager, Yakima Indian Agency. The forest manager stated that a complete 
review of the powers of attorney on the Dry Logy contract would be made and 
proper signatures would be obtained on all powers of attorney which are un- 
signed. Area office officials advised us that they would look into this matter 
and try to determine if a procedure can be devised to preclude it from happen- 
ing again. 

Recommendation.—To assure that Indian timber is not sold before properly 
signed powers of attorney have been obtained, we recommend to the Commis- 
sioner, BIA, that a procedure be developed for use in each agency that will 
clearly disclose whether requirements jin this respect have been complied with. 
This procedure should include a check list which can also be used to control 
other requirements, such as execution of the allottees’ contracts with the pur- 
chaser as discussed on pages 47 and 48 of this report. (See below.) 

Individual allotment contracts not prepared promptly.—In our examination 
of timber sale contracts at the Colville Agency, we noted six instances where 
the allotment contract between the Indian allottee and the timber purchaser 
was not promptly executed by the agency upon receipt of the power of attorney, 
When a general timber sale contract includes allotted timber, separate contracts 
for each allotment are required, and advance payments to the Indian allottees 
provided for in the general contract cannot be made until the individual allot- 
ment contracts are executed. Accordingly, it is of importance to the Indians 
that the allotment contracts be executed by the superintendent promptly upon 
receipt of powers of attorney. We reviewed 26 allotment files on the McCoy 
Lake and Armstrong sale units and found 4 instances in which 4 to 10 months 
elapsed between the date the allottees signed powers of attorney and the date 
the allotment contracts were executed. The general sale contracts on these 
- two sale units provide for an advance payment to each allottee to be made 
within 30 days after approval of the allotment contract. On two allotments 
on which powers of attorney had been received in February 1955 and March 
1956, allotment contracts had not been prepared and advance payments had not 
been made to the allottees as of October 1, 1956. ; 

Recommendation.—To assure that individual Indian allottees receive timber 
Sale advance payments promptly, we recommend that the Commissioner, BIA, 
direct that a procedure be developed for use in each agency that will clearly 
disclose when allotment contracts have not been prepared promptly upon re- 
reipt of powers of attorney from the allottees. For our comments on a sug- 
gested checklist control, see page 47 of this report. (See above.) 


General administration 

Need for improvement of timber ledger procedures and for internal audit of 
timber records —Procedures followed in maintaining timber ledgers are cumber- 
some and result in duplication of effort. Also, there is no independent audit of 
sealebooks, scale reports, and timber ledgers. 

Charges for timber sold under contract are computed from reports of timber 
sealed. At most of the Indian agencies scaling is performed by Bureau of Indian 
Affairs sealers. The scalers record their timber scale of each log in scalebooks, 
which are the source of information for scale reports. The scale of timber cut 
from tribal lands or from each Indian allotment is recorded in separate scale- 
books, so that the timber cut from each class of land can be identified in scale 
books and seale reports. Scalers also compute and record in the scalebooks the 
totals of the log volumes. These totals are recomputed, usually by another em- 
ployee of the Indian ‘agency. : 

In accordance with Bureau of Indian Affairs instructions, the Indian agencies 
maintain timber ledgers in which all maney and timber-scaling transactions under 
a eontract are recorded. A separate subsidiary ledger is maintained for each 
sealing unit, usually a, section of tribal land or an individual Indian allotment. 
A controlling ledger covering both tribal lands and allotted lands is maintained 
for the contract. Some agencies maintain an additional controlling ledger for 
tribal lands under the contract and another for allotted lands under the con- 
tract. The separate controlling ledgers readily provide report data for tribal 
and alloted lands. 

Timber ledger transactions, consisting of scale reports of timber cut on each 
tribal section or allotment, payments by purchasers, and distribution of timber 
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sale revenue, are posted individually to each subsidiary scaling unit ledger and 
to each controlling ledger. Instructions provide for preparing scale reports at 
10-day intervals for each scaling unit, and these 10-day reports are the posting 
mediums for entries to the ledgers. Consequently, each transaction is individu- 
ally recorded twice and often three times in the agencies’ timber ledgers. 

In our review of Indian agency timber records we found that the agencies’ 
recomputation of totals in scalebooks is the only verification work performed on 
the records on timber cutting under contract. There is no verification by rep- 
resentatives of the area office or the Commissioner’s office. 

Recommendation.—To reduce time and effort in maintaining the timber ledgers, 
we recommend that the Commissioner, BIA, consider revising the instructions 

. to provide that: ~ 
1. Sealing unit ledgers for tribal lands be maintained by township rather 
than by section. 
2. Scale reports be prepared once a month instead of every 10 days. 
8. Individual transactions be recorded only in scaling unit ledgers and 
summaries of transactions be recorded monthly in the controlling ledgers. 

We recommend also that the Commissioner, BIA, have the Bureau investigate 
the possible use of bookkeeping machines for maintaining timber ledgers at those 
agencies where the ledgers are handposted. 

To provide for an independent administrative verification that charges for 
timber cut are correct and that the proceeds are correctly distributed to tribes 
and to the individual Indian allottees, we recommend also that the Commis- 
sioner, BIA, arrange for periodic internal audits of the timber records of the 
Indian agencies by area office or central office auditors. 

Need for action to facilitate recruitment of forestry aids.—Professional for- 
esters of the Yakima and Warm Springs Indian Agencies are doing log scaling 
on timber sales that could be done by lower grade forestry aids. 

According to the forest managers of these agencies, they cannot employ suffi- 
cient forestry aids to release professional foresters for more technical duties 
because the entrance qualification standards for forestry aids are too high and 
pay rates are too low. For these reasons, especially the rates of pay, the Bureau 
eannot compete with timber operators in employing forestry aids (semiprofes- 
sional employees ). 

The pay rates for forestry aids range from $1.42 an hour for grade GS-2 with 
one-half year of forestry experience required, not necessarily scaling, to $2.18 an 
hour, the entrance rate for grade GS—7, with 5 years’ experience required. Most 
of the forestry-aid scalers are in grade GS-5, which requires 3 years’ experience 
and carries an entrance rate of $1.76 an hour. In contrast, two of the contractors 
buying timber from the Yakima Reservation pay their scalers rates ranging 
from $2.08 to $2.25 an hour. 

Recommendation.—To provide a more competitive basis for recruiting forestry 
aids, we recommend that the Commissioner, BIA, seek to obtain revision of 
entrance qualification standards to make pay rates more comparable with rates 
paid by private operators, obtaining approval from the Civil Service Commis- 
sion as required. With more forestry aids, the professional foresters would be 
able to devote more time to cruising timber, developing management and sales 
plans; supervising timber sales, and other work that requires professional 
knowledge. 


Internal auditing 


In January 1953 an internal audit unit was established in the central office of 
the Bureau for the purpose of performing audits of accounts, assisting field per- 
sonnel in interpreting and establishing accounting and related procedures, and 
like functions. Internal audits have been performed at a number of Indian 
agencies, including those in the Portland area, and reports on these audits have 
been. made. 

As yet, the internal audit program has not included a review of forest activities. 
We were informed that internal audit work in connection with timber sales is - 
planned for the near future. Our comments on use of unaudited operators’ costs 
in the appraisal and reappraisal of timber (see p. 184) and on the need for im- 
provement of timber ledger procedures and for internal audit of timber records 
(see p. 194) should be considered in connection with the development of the 
Bureau’s internal audit function. 
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SCOPE OF REVIEW 


Our review of the administration of forest management activities by the Bureau 
of Indian Affairs, Portland, Oreg., area office, was conducted in the following 
manner : 

1. We reviewed the basic laws authorizing the forest management activities 
and the pertinent legislative history to ascertain the purposes of the activities 
and their intended scope. 

2. We ascertained the policies adopted by the Bureau and reviewed those 
policies for conformance with basic legislation. 

3. We reviewed the procedures followed by Bureau employees to determine the 
effectiveness of the procedures. 

4. We did not make a detailed examination of every transaction, but we 
reviewed in detail selected transactions to the extent we deemed appropriate 
under the existing circumstances. Our review was made with due regard to the 
nature and volume of transactions in the forest management activities and the 
effectiveness of the Bureau’s internal procedures and controls. The examination 
was made at the Portland area office of the Bureau and at the Colville, Klamath, 
Warm Springs, Western Washington, and Yakima Indian Agencies. Field 
work was completed in November 1956. 


APPENDIX A—Decrston B-—118601 


COMPTROLLER GENERAL OF THE UNITED STATES, 
- Washington, D. C., April 5, 1957. 

The honorable the SecrETARY OF THE INTERIOR. 

Dear Mr. SECRETARY: In the course of our audit of the adnitritetretion of 
forest management activities by the Bureau of Indian Affairs, Portland, Oreg., 
area office, we note that allowance for interest on advance payments has been 
permitted under two contracts for the sale of Indian timber notwithstanding that 
these contracts contain no provision for such allowances. 

The contracts are No. I-101-—Ind—1902 with Rayonier, Inc., for the sale of 
timber on the Crane Creek unit, approved by the Under Secretary of the Interior 
on June 30, 1952, and No. I-101—Ind—1766 with Aloha Lumber Co. for timber on 
the Taholah logging unit approved by the Assistant Secretary of the Interior on 
May 12, 1950. The contracts are administered by the Western Washington 
Agency and the Hoquiam Subagency of the Western Washington Agency in the 
Portland area of the Bureau of Indian Affairs. Both sales units are on the 
Quinault Indian Reservation in the State of Washington. 

Section 3 of the contracts provides that the superintendent of the Indian 
agency authorizes the purchaser and the purchaser obligates himself to enter into 
separate contracts with Indians holding trust-patented allotments within the 
logging unit who desire to sell their timber subject to the terms of the overall 
contract. 

Section 9 of the contracts provides in essence that stumpage rates shall be 
computed by applying the percentages determined under other provisions of the 
contract to the calculated average Grays Harbor-Puget Sound log prices for the 
preceding quarterly period and the sawtimber stumpage rates for each species of 
wood. Section 10 of the contracts makes provision for changing the designated 
percentage ratios when warranted by the character of the operation, changes in 
marketing conditions or: technological developments. Section 11 of both con- 
tracts provides for the revision of stumpage in accordance with the trend of 
economic conditions in the west coast logging and lumbering industry. Section 
14 of the contracts requires the payment of advances to Indian timber owners 
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at the rate of 25 percent of the estimated value of the timber within 30 days after 
approval of the contract on each allotment, another 15 percent within 3 years, 
and an additional 10 percent within 6 years. 

In making the original appraisals on these tracts the Bureau of Indian Affairs 
apparently did not include interest on advance payments as a cost allowable to 
the purchaser. It does not appear that such allowances have ever been included 
ih appraisals or- reappraisals in conection with other Bureau timber sales. In a 
stumpage price adjustment effective October 1, 1955, in accordance with section 
10 of the contracts, the Bureau at the request of the purchasers agreed to levy 
an interest charge against the Indian timber involved because of the requirement 
for advance payments. This interest charge was included in the costs deducted 
from the log values to arrive at stumpage values, thus, in effect, reducing the 
reappraised value of the timber. 

We have held that contracts such as here involved are in the nature of public 
contracts and subject to the laws pertaining thereto. In our decision, A~35630, 
March 30, 1931, to one of your predecessors, we stated: 

“The question as to whether the leases in question are or are not public con- 
tracts need not be made the subject of further discussion except to say that as the 
Government acts in a sort of guardianship capacity with respect to the lands 
involved, and more particularly as to the funds derived from such leases, as to 
which the act of July 1, 1898 (30 Stat. 595), requires accounting to be rendered 
(6 Comp. Dec. 281) it would appear the duty of the Government to see that the 
provisions of such leases are complied with by the lessees in accordance with 
their terms, unless by administrative action properly authorized by law, the 
terms of said leases have been modified * * *.” 

As stated previously, the net effect of the allowance of interest on advance 
payments was to reduce the amounts otherwise payable, pursuant to the terms 
and conditions of the contracts, to the individual Indian allottees. While the 
eontracts contained provisions for modification of the prices upon certain’ con- 
tingencies or determinations, it does not appear that the reduction made by the 
inclusion of interest allowance was within the purview of any of these provisions. 
It is fundamental that valid public contracts are required to be enforced as writ- 
ten and no officer or agent of the Government may waive contractual rights 
which have accrued to the United States or modify existing contracts without a 
compensating benefit to the Government (26 Comp. Gen. 365, 367 and cases cited 
therein). We are aware of no benefits which accrued either to the United States 
or to the Indian allottees in connection with the modification permitting allow- 
ances for interest on advance payments. Thus itis not clear on the present record 
that the Secretary of the Interior was authorized under the original contracts 
or under the law to modify the rates to the detriment of the United States, or 
the Indians on behalf of whom the Government is acting, to permit the interest 
allowances under the circumstances (A—22609, May 10, 1928). 

Also, we have stated that aside from the question of lack of authority in any 
officer of the,Government to prejudice the interest of the Government and the 
position of the United States as guardian for the Indians by permitting the 
modification of such contracts, there is for consideration the possibility that such 
modification would lead to suits against the United States under special jurisdic- 
tional acts or otherwise for losses sustained by the Indians on account of such pro- 
cedure (A-39831, A-38386, December 17, 1931). , 

However, before reaching a final conclusion in the present matter and in com- 
pliance with an informal request of officials of the Bureau of Indian Affairs, we 
will consider any statements or comments you may desire to submit here to sup- 
port the legality of the action taken in modifying the contracts involved. Please 
expedite the furnishing of such supplemental report. 

A copy of this. letter is being sent to the chairman of the Senate Committee 
on Interior and Insular Affairs. 

Sincerely yours, 


JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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- DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 5, 1957. 







Mr. A. T. SAMUELSON, 
Director, Civil Accounting and Auditing Division, 
General Accounting Office, Washington, D. C. 

Dear Mr. SAMUELSON : The proposed audit report to the Congress on the admin- 
istration of forest management activities by the Bureau of Indian Affairs, Port- 
land, Oreg., area office, November 1956, has been reviewed by the Department. 

Accordingly, there are enclosed two copies of our comments on the contents of 
the proposed report. It is requested that you give consideration to these com- 
ments in the preparation of the final draft of the report. 

The three copies of the proposed report enclosed with your letter dated Janu- 
ary 29, 1957, are returned herewith. 

Sincerely yours, 












D. Oris BEASLEY, 
Administrative Assistant Secretary. 










DEPARTMENTAL COMMENTS ON MATTERS CONTAINED IN PROPOSED REPORT OF THE 
GENERAL ACCOUNTING OFFICE ON ADMINISTRATION OF Forest MANAGEMENT 
ACTIVITIES BY BUREAU OF INDIAN AFFAIRS, PORTLAND, OREG., AREA, OFFICE, 

NovEMBER 1956 







PRINCIPAL FINDINGS AND RECOMMENDATIONS 







1. Absence of current reliable forest inventories upon which to base the develop- 
ment of management plans.—The auditors have properly called attention to 
the lack of acceptable accurate forest inventories, and forest management plans 
based upon such inventories, for certain reservations. We have been well aware 
of this fact for many years but have been forced to make the best possible use of 
obsolete inventories, revised according to experience in recent timber sales. For- 
est management plans have been developed for each of the reservations based 
upon the old inventories or modification, thereof. 

As fast as tribal or gratuity funds can be allocated to such work we plan to 
develop new inventories and new management plans. Obviously, however, very 
little can be done in this direction until adequate financing is provided. We are 
presently arranging to contract for aerial photography of the Colville and Spokane 
Reservations and are arranging with the United States Forest and Range Experi- 
ment Station to develop maps from the aerial photographs and to complete a 
timber inventory for the two reservations. This is planned for completion during 
the fiscal year 1959 if funds are made available. A management plan and harvest- 
irg schedule will then be prepared by Indian Bureau personnel. 

On pages 13-14’ of the proposed report the auditors call attention to a pro- 
vision in Indian Bureau Manual (43 IAM 204.03) that requires the maintenance 
at each of the reservations of a perpetual timber inventory record. The forest 
management portion of the Indian Bureau manual was prepared rather hastily 
and under considerable pressure. It was recognized at the time as a temporary 
document which would require revision. The section referred to was inserted in 
the expectation that we would be able to revise and standardize a perpetual in- 
ventory record that was then in the trial stage of development. We must admit 
that the pressure of other business in the central office has made it impossible to 
accomplish the contemplated revision of the manual, nor has the perpetual inven- 
tory record been perfected. In the circumstances we have not believed it advis- 
able to insist upon maintenance of this trial form of record. The perpetual in- 
ventory record is a convenience and not a necessity in sustained yield manage- 
ment. 

2. Timber sold under long-term contracts on the Quinault Reservation is under- 
valued. ~The comments. under this heading on pages 5 



































5 and 6, and on pages 
20 to 26, of the proposed report have been carefully. reviewed. As the proposed 
report points out, this question was also covered in detail by the congressional 
Joint Committee on Federal Timber and we are developing a statement to cover 
the committee’s conclusions and recommendations. Essentially, our proposed 
statement will show that there is such a significant difference in the character 
and composition of timber stands on the Quinault Reservation, as compared with 
timber on the adjoining national forests, that the reservation timber is actually 
of lesser value than the national forest timber. We shall also cover the com- 
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mittee’s conclusions and recommendations with respect to the allowance of in- 
terest on advance payments in the adjustment of stumpage prices. 

The proposed audit report has pointed out that information which became avail- 
able subsequent to the 1955 stumpage adjustment reveals that the average log 
quality of certain species differs from the estimate of that quality used in the 
adjustment study. Since the information was not available at the time of the 
1955 stumpage adjustment, obviously we could not take advantage of it at that 
time. We have taken this added information into consideration in a subsequent 
stumpage adjustment study, and the Department has given notice of its intention 
to revise the stumpage-to-log price ratios, 

The question of the manner in which interest on advance payments was cal- 
culated in the 1955 adjustment study and the vropriety of allowing 5 percent in- 
terest in one contract and only 4 percent in the other is under advisement by the 
Department. 

The audit report notes that in our stumpage appraisals and reappraisals we 
have made a greater profit-risk allowance than is currently being used by the 
United States Forest Service. The report recommends that we adopt the Forest 
Service allowances. This recommendation will be given appropriate considera- 
tion in connection with stumpage appraisals preceding new sales. In our read- 
justment studies covering long-term contracts, however, the question of profit- 
risk allowances becomes involved with an interpretation of the intent and re- 
quirements of the stumpage adjustment provisions. The interpretation we are 
using has been questioned, and in the case of the Schoolie logging unit contract on 
the Warm Springs Reservation the purchaser has requested the courts to inter- 
pret the stumpage adjustment provisions of the contract. If such a judicial in- 
terpretation is obtained, it may be of considerable assistance in our future ad- 
ministration of contracts of this nature. 

The auditors have recommended that all data relative to stumpage appraisals 
and reappraisals be retained in our files for ready reference. This is a worth- 
while suggestion, and we shall arrange to retain sufficient portions of work sheet 
material to assist in subsequent reviews. 

It must be emphasized at this point that all stumpage appraisals, and par- 
ticularly reappraisal studies, include direct stumpage appraisals, analyses of log 
value and cost trends, and other mathematical tests. In the final analysis, 
however, the action taken is based upon judgment, and the mathematical tests 
are used merely to confirm our judgment, or to reveal possible oversights in our 
studies. The details of mathematical tests, including interest allowance in the 
stumpage appraisals, therefore tend to lose some of their individual importance 
as they become merged in the final determination based upon judgment. 

3. Log values used in timber appraisals are lower than log values used by 
United States Forest Service—The audit report recommends that the Com- 
missioner require the use of Forest Service log price schedules in appraising 
western Washington timber. In the Pacific Northwest the area or regional of- 
fices of the Bureau of Indian Affairs, the Bureau of Land Management, and 
United States Forest Service have set up a committee to coordinate the work 
of assembling data used in, stumpage appraisals and reappraisals, including such 
information as log and lumber prices, production costs, other forest product 
values, etc. It is the intent ultimately to provide a coordinated and uniform 
procedure for assembling and analyzing such data, which will then be used 
by each bureau in its stumpage appraisal and reappraisal activities. As indi- 
cated, the question of log valuation is one of the items to be covered. We have 
’ had the Forest Service log valuation procedure under consideration to determine 
the extent to which it should be adapted to Indian Bureau use. At this moment 
we are not in a position to say whether the Forest Service data should be ac- 
cepted without further question for use in Indian Bureau stumpage appraisals, 
but we expect to decide this question in the near future. 

4. Profit and risk allowance appraisals and reappraisals are too liberal_— 
This question was discussed briefly under item 2 above. The proposed audit re- 
port would recommend that the Commissioner of the Bureau of Indian Affairs re- 
quire the Portland area director to utilize Forest Service data and studies of 
actual sales transactions in establishing profit and risk ratios, thus assuring 
that the Forest Service and the Indian Bureau use comparable profit and risk 
factors in evaluating timber. We do not concur in this recommendation. In 
the first place, even if it were otherwise advisable, the recommendation assumes 
that the purchasers’ obligations are identical under the forms of contract used 
by the Forest Service and by the Indian Bureau. This is not the case, and 
profit-risk allowances should vary accordingly. Secondly, the proposed audit 
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report does not recognize the fact that profit-risk allowances used in new ap- 
praisals preceding new sales:may properly be quite different from the allowances 
in eonnection with a reappraisal of stumpage rates in long term sales.. We 
have previously referred to: the fact that the Warm Springs Lumber Co. has 
petitioned the courts to interpret the stumpage adjustment provisions of its 
contract covering the Schoolie logging unit on the Warm Springs Reservation, 
There have been many interpretations of the Secretary’s authority and obliga- 
tions under the stumpage adjustment provisions of longer term contracts, with 
the purchasers and the Indian representatives expressing widely divergent 
opinions. Profit-risk allowances are involved in these interpretations. The 
stumpage adjustments that are made in our contracts represent the approving 
Officers’ interpretations of contract provisions; and are somewhere in the middle- 
ground between the two opposing views. We would not wish to recommend 
a departure from this procedure at this time, and acceptance of the audit report 
recommendation would be such a departure. 

5. Inadequate control over logs moving from the woods to scaling points.— 
We agree with the audit report suggestion that there should be an accurate 
and reliable accounting for logs to the point of scaling. When logging opera- 
tions began on the Crane Creek and Taholah logging unts, to which the 
audit report refers, the logs were scaled by Indian Bureau personnel. These 
employees were almost completely tied to the point of scaling, and did not have 
the opportunity to supervise actual logging operations so as to assure compliance 
with utilization and other contract requirements. It was therefore arranged 
to have scaling done by the Grays Harbor Log Scaling and Grading Bureau, 
a, recognized and reputable professional scaling organization. It thereupon be- 
came necessary that logs be properly accounted for to the point of bureau scaling, 
including a proper designation of the allotments from which the logs were taken. 

We have recognized the circumstances which could lead to improper account- 
ing for logs delivered to the point of scaling, and believe the safeguards already 
in effect may be adequate. Nevertheless, this is a matter of continuing study 
and the present system will be strengthened and modified according to the dictates 
of experience. 

The audit report refers to a test of 28 allotments on the Crane Creek sale on 
whieh cutting had been completed or temporarily discontinued. In 9 of the 28 
allotments they found significant differences between the log count at Crane 
Creek transfer station and the log count shown on the scale reports. It should 
be noted, however, that the log count at Crane Creek transfer station represents 
the count and scale of logs by company employees, with this scale being the basis 
for paying the gyppo log haulers. 

It matters little to the gyppo whether the logs are credited to one allotment or 
another, and it is possible that the company scalers are somewhat lax on this 
point. It is therefore significant to note that for the 9 allotments covered in the 
audit report the total log count. at Crane Creek transfer station was 37,981 
logs, and the count by the scaling, bureau, presumably of the same logs, was 38,132. 
The scaling bureau’s report shows 201 more logs than the company’s scale 
report, or a difference of about one-half of 1 percent, with the scaling bureau 
count being higher. In.theory, the difference of 201 logs could represent logs 
that broke or split in 2 between the transfer station and the point of bureau 
sealing, thereby increasing the number of pieces, or logs, counted by the burean. 
The differences in count for individual allotments may easily be accounted for in 
part by the more casual manner: in which the assignment to allotments is made 
at the transfer station. 

The foregoing explanation is not intended to excuse any oo der on our part 
in this matter, but rather to reveal the possibility that discrepancies may not be 
as serious as the record would indicate. Weare completely in agreement with 
the andit recommendation that every reasonable safeguard should be made to 
assure proper accounting in this matter, and we shall continue to strengthen our 
procedures in this respect. 

6. Long-term, large volume sales deter competition for Indian timber.—This 
question was also subjected to éritical review by the.,congressional commit- 
tee.' ‘We aré ‘in very ‘substantial agreement with the conclusion. reached. by 
the committee, and in the audit report, that need for the large-volume, long-term 
type of sale is not as great today as it. was in the days of railroad logging. 
Several of the long-term sales still in operation.on Indian lands are a carryover 
from those éarlier days. ‘There is at present in the process of review in the 
Indian Purean and the Department a revision of 25 CFR 61 (the Indian Bureau 
general forest regulations). Section 61.17 of the draft reads as follows: 
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“Time for cutting and removal of timber.—Unless otherwise authorized by 
the Secretary or his authorized representative, the maximum period which shall 
be allowed, after the effective date of a timber contract, for cutting ‘of the esti- 
mated volume of timber purchased shall be 5 years.” 

The audit report proposes to recommend that the Secretary of the Interior and 
the Commissioner of Indian Affairs issue a policy directive to prohibit long-term, 
large-volume sales, and to encourage more short-term sales of smaller volumes. It 
is believed such a prohibition would be too drastic, and that the policy in- 
corporated in the proposed regulations is much more desirable. The Bureau at 
the moment cannot foresee any situation with respect to unsold timber on Indian 
Jands that would indicate the need of a large-volume, long-term sale. The 
Bureau would not wish to impose an absolute prohibition against it, however. 
The Bureau had the example such as the Schoolie unit on the Warm Springs 
Reservation, where a large volume, long-term sale was necessary in order to open 
up an undeveloped territory and to justify the installation of necessary sawmill 
facilities. ‘The Bureau has had the experience of selling timber on the northwest 
angle in Minnesota. This tract of about 53,000 acres, with an estimated stand of 
more than 300,000 cords of pulpwood is accessible by land only through Canada. 
It is a remote area, swampy, and presenting many operating difficulties in ad- 
dition to the need of arranging for transporting the harvested material across 
Canada. The only feasible solution was to sell the entire stand in one block, under 
one contract. 

The audit report, and the congressional committee, have made what we believe 
is an erroneous assumption; namely, that the most advantageous prices and terms 
of sale are possible only in the small-volume, short-term sales. In the statement 
being prepared to cover the congressional committee report, the Bureau will point 
to its experience with the so-called Queets unit of the Quinault Reservation 
We attempted to sell the Queets unit, involving one-half billion board-feet at the 
same time that the Crane Creek and Taholah units were offered for sale. No bid 
was received for the Queets unit. 

Later it was proposed that the Queets unit be advertised in three separate 
tracts, each of considerable size and volume. These plans were abandoned upon 
a change in Bureau policy governing the issuance of patents in fees and super- 
- vised sales of trust allotments. Subsequently there has been considered activity 
in fee patenting and supervised sale of the Queets allotments. Heavily timbered 
allotments with high proportions of hemlock and white fir, near the highway, 
have been sold at premium prices. Allotments in the cedar swamps, with poor 
timber, have found no purchasers regardless of accessibility. From the owner- 
- ship and access problems now developing it appears that many of the allottees 
will get little or nothing for their timber. 

In the circumstances it is very unfortunate, from the point of view of the 
majority of the allottees, that the Queets unit did not sell as one or two large 
‘ units. A large majority of the Queets allottees would have fared better under a 
general long-term contract than they are apt to fare under the present arrange- 
ment. 

The Bureau analysis of prices received for allotments within the Queets unit 
that have been sold also indicates that the average prices are no better, and 
possibly not as favorable, as the corresponding prices on the adjoining Crane 
Creek and Taholah sales. : 

7. Inadequate check scaling activity—The committee has referred to In- 
dian Bureau Manual 43 IAM 208.12H which states that check scaling of less 
than 5 percent of total volume ordinarily will be considered an inadequate check, 
and that more frequent checking is required when a review is being made of work 
prepared by inexperienced scalers. The audit report then shows that no check 
scaling was done on the Colville Reservation in calendar year 1956 as of October 2, 
1956, and that check scaling in 1955 ranged from 1.91 percent of total volume on 
the Warm Springs Reservation to 4.65 percent on the Klamath Reservation. 

We are informed by the Bureau that for the calendar year 1956, check sealing 
within the Portland Area was 4.99 percent of total net volume scaled. However, 
there was again a great variation between reservations, with Warm Springs and 
Colville Reservations showing checks of 1.72 percent and 1.82 percent of total 
volume, respectively, and the Quinault and Klamath Reservations at the other 
extreme with 7.83 percent and 6.68 percent, respectively. 

This recommendation of the audit report refers to another weakness in the 
present Indian Bureau manual which sets up 5 percent as the minimum of 
total scaled volume that should be checked. Actually the manual should require 
whatever amount of check scaling is necessary to give assurance that an 
_ acceptable job is being done, regardless of the percent of total volume that is 
932773 7——_14 
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checked to obtain that assurance. A veteran scaler of long experience and proven 
competence, who himself is actually qualified to be a check scaler, should not 
require as detailed a supervisory check as is required in connection with the 
work of a new employee with little scaling experience behind him. In areas 
where a small variety of species is being scaled, and where there is little defect © 
in the logs, less check scaling is required that is necessary in. areas where © 
several species are involved and where defect is high. To a lesser extent, check - 
scaling becomes more important as stumpage values increase, because of the 
greater dollar values involved. 

It was formerly the practice of the Bureau to have annual check scale reports 
submitted to the central office for critical review. In recent years the policy 
of the Indian Bureau has been directed toward increased decentralization of 
authority. In the process instructions were issued that the annual check scale 
reports should be retained and reviewed in the area offices. There was no 
intention to minimize the importance of check scales by this delegation of 
authority. In fact, we are convinced that a more satisfactory review is possible 
at the area offices. In recognition of the audit report recommendations, how- 
ever, we shall work with the area office and agency personnel to determine 
what steps are indicated in this matter. 

8. Need for completion of access road systems on the Warm Springs and 
‘Yakima Reservations.—The Indian Bureau testified in favor of access road 
legislation when it was introduced in previous sessions of the-Congress. The 
Bureau area offices have been asked to submit summary statements outlin- 
ing the access road needs on each of the reservations under their jurisdiction. 

A note of caution has been presented to us, however. It has been suggested 
that it will be difficult at this time to develop access road locations to serve 
future uses properly. This is because of current revolutionary changes in the 
lumber industry, including the trend toward integration of pulpwood and saw- 
mill facilities. At least one instance is cited in which the construction of an 
access road on the location proposed in 1950 would severely lessen competition 
for the timber today, because the access road would not lead to the market for ° 
which the timber is becoming best suited. 

The audit report would recommend that the Commissioner of Indian Affairs 
require discussion of the access-road problem with the Warm Springs and 
Yakima Indians, and that this be followed by requests to the Congress for reim- 
bursable construction funds if tribal funds are not available. This subject 
will probably come up for discussion by the tribal representatives in connection 
with the legislation now before the Congress, and the proposal that the tribes 
bear the cost of construction through reimbursement to the Government out 
of timber sale receipts will no doubt be critically analyzed by the tribal councils. 

9. Timber sale contracts do not specify the location of access roads or minimum 
construction standards.—The audit report proposes to recommend to the Sec- 
retary and the Commissioner that all timber sale contracts specify the loca- 
tion of access roads to be constructed by purchasers; and the minimum con- 
struction standards to which the roads must be built. The audit report points 
out very properly that as we progress toward a policy of short-term sales the 
standard of roads which purchasers are inclined to build will tend to decrease. 
In the circumstances, greater attention should be paid in our contracts to stipu- 
lations regarding road locations and construction standards. 

We have. made some progress in that direction as evidenced by stipulations 
in recent contracts, particularly on the Warm Springs and Yakima Reservations. 
We agree that greater attention should be given to this item in the future. 
The Indian Bureau must look to its Branch of Roads for engineering assistance 
in laying out road locations and devising construction standards. The extent 
to which the Bureau can comply with this recommendation will depend to some 
extent upon the ability of the Branch of Roads to provide this service 

The audit report proposes to recommend that timber sale areas be inspected 
jointly by forestry and roads representatives after logging operations have been 
completed, and that operators be directed to perform necessary road repairs 
as required by the general timber sale regulations. This is a good recommenda- 
tion which should eliminate the complaints reported to have been made by the 
Branch of Roads representatives of the Bureau to the field auditors. These 
situations had not come to our attention, and we believe adoption of the audit 
report recommendations could prevent a recurrence. The Branch of Roads has 
already been of material assistance in various matters a logging road 
construction. 
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10. Failure to recover administrative expenses from timber sale receipts.— 
The proposed audit report takes exception to the Indian Bureau’s interpre- 
tation of the cost items for which reimbursement should be sought under au- 
thority of title 25, Code of Federal Regulations, section 61.25. Prior to reach- 
ing its conclusions, as expressed in Bureau central office memorandum of May 
29, 1956, the central office made an exhaustive search of records to determine 
the original intent of title 25, Code of Federal Regulations, section 61.25, and of 
the legislation on which the regulation is based. Our final interpretation of the 
intent of the legislation, which in itself is permissive rather than mandatory, 
and of the ensuing regulations, is to seek reasonable reimbursement in the manner 
outlined in the central office memorandum. 

A strict adherence to the language of title 25, Code of Federal Regulations, 
section 61.25 would confine the costs for which reimbursement is sought to the 
costs directly concerned with administration of timber sales and fire protection 
“on the land being logged or upon adjacent land.” Such costs would be less than 
those covered by our present interpretation. Because of the practical impossi- 
bility of making an appropriate proration of such costs, it is not conceivable to 
us ‘that the legislation or the resultant regulations contemplated reimbursement 
for such activities, as the proportionate share of salaries of superintendents, fiscal 
ofticers, area and central office personnel. As an extreme example, we can con- 
ceive of no practical means of determining what portion of the salary and ex- 
penses of the Commissioner of Indian Affairs should be charged to forest manage- 
ment on the Warm Springs Reservation. 

Our search of the records has convinced us that the intended and practical in- 
terpretation of title 25, Code of Federal Regulations, section 61.25 is the one 
that is presently being followed. 


OTHER FINDINGS AND RECOMMENDATIONS 


In addition to the numbered findings and recommendations, dealt with above, 
the proposed audit report contains the following: 

Use of unaudited operator’s costs in appraisal and reappraisal of timber.— 
The report proposes to recommend that the Commissioner of the Bureau of 
Indian Affairs cooperate with the United States Forest Service and the Bureau 
of Land Management in arranging for a staff to perform reviews and audits of 
the cost accounting systems of operators who will permit examination of their 
records. The report states that financial statements used in appraising and re- 
appraising Indian timber are taken from operators’ financial statements, and 
that no audit is made of the operators’ records to determine the reliability and 
aecuracy of the reported data. It is true that the operators’ financial statements 
are not audited by Indian Bureau personnel. Pursuant to contract requirements, 
however, the statements we received from the purchasers of Indian timber are 
certified to by a certified public accountant and by the operator. We recognize 
the weakness of this procedure, but the Indian Bureau does not have competent 
personnel available to conduct a direct audit. 

Section 51 of the general timber sale regulations, which are a part of each con- 
tract for the sale of Indian timber, provides : 

“All the records of the purchaser and his subcontractors pertaining to the log- 
ging operations and the manufacture and sale of the products thereof shall be 
open to inspection at any reasonable time by the officer in charge or other officer 
designated by the Commissioner of Indian Affairs, and the information so obtained 
will be regarded as confidential. The purchaser will furnish the officer in charge, 
at such times as he may request, the amount of lumber sold and the average grade 
prices received f. o. b. the mill during certain periods ; also the amount of box lum- 
ber sold, with average price per thousand; the amount of ties and timber sold, 
with average price per thousand; and the amount of byproducts sold and the 
total receipts for same.” 

Under the foregoing authority, a properly accredited Indian Bureau represen- 
tative could inspect, or audit, the company’s records. Information obtained 
through that inspection would be considered confidential, however, and would 
not be available for use by the Bureau of Land Management or the Forest Service 
in any manner that would permit its identification to the source. It is possible 
that some operators who are purchasing timber from two or more of the Federal 
agencies might be willing to have a single representative act for all of the bu- 
reaus with which he does business. 

It is also possible to combine the data obtained from several operators in such 
a way as to lose individual identity. The summarized information could then 
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be made available to other Federal agencies. All of this is being considered by 
the interbureau committee of the Portland area offices, and it is expected that 
a satisfactory procedure can be developed for obtaining and utilizing acceptable 
information on operators’ costs and returns. 

Need for correlation of timber sales plans with those of adjacent United States 
National Forests—The report proposes to recommend that instructions be 
issued to all Bureau forest managers to correlate their sales plans annually 
with corresponding sales plans of the United States Forest Service and Bureau 
of Land Management. This recommendation has merit and steps are being taken 
to make it effective. We expect that this correlation of sales plans will not 
require a firm commitment between Federal agencies to carry on their sales 
programs each year in strict accordance with the tentative plans that may have 
been discussed. Changes in plans sometimes become necessary, and it should 
not be obligatory on any agency to inform the others of every change in details. 

Failure to enforce snag-falling provisions of timber sale contracts.—To our 
knowledge, this is a subject peculiar to the Colville Reservation. Some of 
the older contracts that are still in effect provide that all dead trees stand- 
ing or fallen, which contain one merchantable log or more, will be logged for 
their merchantable contents and- that wherever selective logging is required the 
purchaser will fell all other dry trees before the slash is burned. There has 
been compliance with the requirement that dead trees are to logged for their 
merchantable contents. There has not been complete compliance with the further 
provision that all other dead trees shall be felled. 

The record shows that the Colville Indians, in past years, have been anxious 
to have dead trees left standing for them to harvest as firewood. Areas opened 
up by logging roads have been particularly attractive to the Indians because 
these roads have made the firewood much more accessible to them. As a result, 
they have from time to time indicated their wishes in this matter, either in 
discussions at tribal councils or as formal resolutions adopted by the tribal 
representatives. As a result, strict observance of the snag falling provision 
has not been required of the operators. Arrangements are being made to settle 
this question in a mutually satisfactory manner in connection with the older 
contracts. 

More recent contracts on the reservation provide that snags will be felled 
except as the purchaser may be relieved of that requirement in specifically des- 
ignated areas where the Indians have indicated their desire to have the snags 
left standing. Instructions have been issued to assure that this provision is 
observed, and that the snags are felled or that relief from the this provision 
is granted in writing for specific areas. 

Failure to obtain properly completed allottees’ powers-of-attorney prior to sale 
of timber—The proposed audit report indicates that this condition was found 
at the Yakima Agency, and that the situation was discussed with the super- 
intendent, the forest manager, and area office officials. The bureau will work 
with the area office and agency officials on this matter in line with the proposed 
recommendation. 

Failure to prepare individual allotment contracts promptly.—The conclusions 
reached in the audit report that allotment contracts should be executed as 
promptly as possible, following execution of the general contract and receipt 
of a power of attorney from the allottee, are agreed to. 

We are not informed of the circumstances in connection with the cases at 
Colville that are cited in the audit report. A possible explanation occurs to us 
however. Whén a general contract is entered into, covering two or more trust al- 
lotments or a combination of tribal and allotted lands, the general contract refers 
to an estimated volume of timber to be cut, which estimate is not guaranteed. 
Sufficient data is obtained prior to the sale to provide the basis for this overall 
estimate of total volume to be cut. At the time, the more detailed information 
regarding estimated volumes on each allotment within the contract area may 
not be available. In some instances also, the Indians sign powers-of-attorney 
before the timber is advertised for sale. It is therefore possible that a general 
contract will be entered into, and a power-of-attorney for an individual allot- 
ment may be on hand, before an estimate of volume on the particular allot- 
ment has been made. -In that case the allotment contract cannot be executed 
and presented to the purchaser for signature until the fieldwork of estimating 
is accomplished. This may have been the case with some of the allotments to 
which the auditors have referred. The Bureau propses to work with the area 
office and agency officials in setting up a check list procedure covering this and 
the other items referred to on pages’45 and 46 of the proposed audit report. 
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With respect to the proposed specific recommendations on pages 49 and 50 
-of the audit report, the following comments are made: 

1. The advisability of maintaining records for tribal lands by township 
rather than by section will be considered, keeping in mind the possible 
need. of records by sections, in connection with continued sustained-yield 
management on the forest. 

2. It is believed scale reports should continue to be prepared every 10 days, 
instead of once a month as recommended, because it is on the basis of these 
seale reports that the purchaser’s working balance is determined. The pur- 
chaser is required to maintain an advance deposit balance to cover the value 
of timber to be cut. Every 10 days, or oftener if necessary, value of timber 
actually scaled is determined, and this amount deducted from the working 
balance. By fhis means it is possible to determine when the purchaser 
should be called upon for an additional advance deposit. Where logging 
activities are at a reduced rate, it may be that a monthly report would be 
adequate. ; 

3. The reason for recording individual transactions in the controlling 
ledger, rather than recording summaries of such transactions monthly, is 
again to determine the operator’s working balance and the time when addi- 
tional advance deposits are required. It is possible that the proposed study 
of our bookkeeping methods will develop a simplified procedure. 

The proposed recommendation that arrangements be made for periodic internal 
audits of the Agency timber records by area cffice or central office auditors is 
eoncurred in. The desirability of such an audit has long been recognized. It 
should be noted, however, that the Office of Audit within the Indian Bureau is 
of recent origin, and the auditors are working under a priority listing of the many 
tasks to be accomplished. It is planned that an audit of the timber sale books 
will be made as promptly as feasible. 

Need for action to facilitate recruitment of forestry aids—The audit re- 
port would recommend that a request be made for a revision of entrance quali- 
fication standards, and a revision of pay rates for forestry aids to make them 
more comparable with rates paid by private operators, and that we obtain ap- 
proval from the Civil Service Commission as required. This question has already 
been taken up with the Civil Service Commission. It is understood that the 
United States Forest Service has been assigned the task of coordinating work of 
the affected bureaus in developing, with the Civil Service Commission revised 
employment standard for forestry aids. 


Senator Neunercer. Mr. Wolf, I think that we wanted a statement 
by you if possible. 

Mr. Coburn, do you want to state the qualifications of the witness 
before he presents his material ? 

Mr. Cosurn. I would just like to ask the witness, Mr. Chairman, to 


give the committee a brief summary of his background and experience 
in the field of forestry. 
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STATEMENT OF ROBERT WOLF, COMMITTEE CONSULTANT 


Mr. Wotr. Mr. Chairman, I attended Columbia and New York 

State College of Forestry, obtaining a bachelor’s and a master’s degree 

. from the Jatter. I was employed as a forester by a company in New 

York State, then by the Forest Service, and then by the Bureau of 
Land Management. 

Subsequent to that I worked as a budget examiner for the Bureau 
of the Budget, and since early 1954 I have been with the General Ac- 
counting Office. My work with the General Accounting Office has 
been in the field of natural resources, particularly in matters related to 
timber sales programs with the Forest Service and the Bureau of Land 
Management and the Bureau of Indian Affairs. 

For approximately the past 2 years I have been assigned by the Gen- 
eral Accounting Office to work with this committee. In the course 
of that work I visited the Quinault Reservation and I have also spent 
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considerable time examining the records of both the Department of 
the Interior and the Department of Agriculture on behalf of the com- 
mittee. 

Mr. Cosurn. Mr. Wolf, what is your cumulative experience? How 
many years have you specialized in forestry activity? 

Mr. Wotr. Approximately 10 years, sir. 

Mr. Copurn. Thank you. That is all, Mr. Chairman. 

Senator Neupercer. Proceed, Mr. Wolf. 

Mr. Wotr. At the outset I would appreciate having the record show 
that I am testifying solely in regard to material furnished to the com- - 
mittee or information which has come to me as a staff member of the 
committee. 

I would also like to say that the Bureau of Indian Affairs presenta- 
tion of information relative to its timber appraisals makes a fairly 
straightforward situation quite complicated. 

While the Bureau and the Department have been very cooperative 
in furnishing information, only a limited amount of time has been 
available to analyze and review it. Asa result I have not had a chance 
to check completely all the material I have developed, but I will do 
so before the record is closed. 

I am satisfied that the computations that I have made accurately 
reflect the situation. The comparative timber appraisal data that are 
presented are not designed to be an absolute judgment on the value of 
timber on the reservation. Rather, it is an example of what happens 
when the devices and the data used by another agency charged with 
the responsibility for appraising Federal timber are applied to the 
Indians’ timber. 

As a staff consultant I reviewed five phases of operations on the 
Quinault Reservation. These are: 

1, The timber appraisals on the Crane Creek and Taholah contracts. 

2. The interest allowance to companies on advance payments for 
timber. 

3. Consultation, that is, how effectively the Bureau consults with the 
Indians. 

4. Their timber sale procedures. 

5. Sustained income versus sustained yield. 

You have those papers I believe, Mr. Chairman, and I will proceed 
to discuss in summary form the information in them. 

I also prepared a memorandum.-in response to ‘your informal re- 
quest answering several questions that you raised. ; 

By way of prefacing: 

This 190,000-acre reservation in western Washington contains about 
174,000 acres in Indian ownership of which 170,000 acres are in al- 
lotted status. There are 2,146 allotments divided among 1,928 per- 
sons of whom 52 are non-Indians. There are 1,250 allotments in the 
hands of the original allottees and individual heirs, while the balance, 
896, are owned by 2 or more heirs. Only 370 allottees, or 20 percent, 
live on the reservation. ‘The entire reservation is timbered, except for 
very small areas in agriculture or homestead use. 

Since 1920, when logging started, approximately 60,000 acres of the 
reservation have been cut over under contracts which are now termi- 
nated. There are 2 active timber contracts, 1 to the Aloha Lumber 
Co., entered into in 1950, which runs for 29 years and contains an 
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estimated 545 million board-feet. It is expected this contract will cut 
out 800 million feet. The other is with Rayonier, Inc., entered into 
in 1952, which runs for 34 years and contains 614 million feet. It 
will pronenly cut out.at least 900 million feet. There is a third area, 
which is uncut and not under contract, known as the Queets unit, con- 
taining 45,000 acres and, based on past cutting records, it contains 
about 700 million feet. It was advertised for sale in 1950, no bids were 
received, and now some 7 years later no new course of action has been 
set for selling the timber. 

I would like to ad lib here a minute that that is significant, because 
the allottees in an area that is not under contract receive no income, 
and therefore those people have had no benefits from sustained yield 
management. 

Since 1922, 3.8 billion board-feet of timber have been cut or placed 
_ under contract. Eight long-term sales, larger than 90 million feet 
each, account for 96 percent of the timber thus sold. 

The first question you asked, Senator, in this document, is whether 
the Bureau of Indian Affairs stumpage rates reflect true market value 
as called for by the contracts. 

The answer to that is “No,” and I would like to refer to these notes 
in discussing: why. é‘ 

These two current contracts call for a stumpage rate that reflects 
true market value. That is found in section 11 of the contract, the 
only place where value is mentioned, and it speaks about whether 
the Secretary can throw out the ratio formula in effect. One of the 
bases upon which he can do it is that, if the Pacific Northwest Loggers 
Association composite sales analyses are unavailable for use in con- 
nection with these stumpage adjustments, or in the opinion of the 
approving officer they do not properly reflect the true market value 
of the stumpage, the approving officer shall at any time, after giving 
30 days’ notice to the purchaser and to the Indians in general council 
or their authorized representative, during which time they may con- 
sult with the approving officer, proceed to revise stumpage rates in 
this contract as the trend of economic conditions in the west-coast 
forest-product industry shall warrant. 


, 


There is a requirement for 30 days’ notice and it says also: 


Provided further that the requirements of quarter annual adjustments to 
stumpage rates shall not apply to the procedure authorized by this section. 

I would take this to mean in general the contract contemplated that 
the price of the timber would be the true market value. I would not 
say that that is an easy figure at which to arrive, but that is what I 
believe it contemplated. 

It is the contention of at least one of the purchasers that the value 
of this timber, and I quote— 


was not based on any conversion return theory. That was one thing included 
among many considerations but the contract does not provide for reappraisals in 
changing appraisals based on reappraisals. 


There is no denying that the pricing concept in these contracts is 
that the value the timber will be, and I quote again the contract, “true 
market value.” I do not believe that that is the situation today. When 
these sales were first prepared in 1947 the allottees were advised that 
meticulous care had gone into every element of the sale. They were 
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re-examined, when instead of 1 large sale plan for 1947, 4 sales were 
decided upon, and they were advertised in 1949. 

Rayonier bid:on one contract, Crane Creek, and after due consider- 
ation and numerous conferences with the Bureau of Indian Affairs they 
declined to sign the contract and forfeitted their deposit. 

There was a subsequent revaluation of the Crane Creek sale and 
there were some changes in the proposed contract. At least one of 
them is highly significant. 

While the Taholah contract, which was sold in 1950, indicates 
that prices may be changed due to a change in the character of the 
operation—and I must confess that I would need aid of counsel in 
defining what that means—changes in marketing conditions or tech- 
nological developments, the Crane Creek contract has substituted the 
phrases “other factors” for the phrase “technological developments.” 

Thus it would seem that the Secretary has complete latitude in the 
factors he may consider for revising rates in the Crane Creek contract. 
and the only thing that indicates there is restriction on the stumpage 
ratio changes is the language that limits them to one change per 
calendar year. 

I do not believe that is quite true on the Taholah contract. On that 
contract he has to find three closely defined things if you can define 
the first one, which is “change in the character of operation,” but he 
has “other factors” in the Crane Creek contract. 

The 1955 rate reconsideration encompassed the study period of 7 
months from February through September 1955. A report from the 
Secretary of the Interior to the committee on October 16, 1956, and 
subsequent letters in the record indicate that the Bureau has again been 
studying the price structure since August 1956. 

If the total time spent in studying whether the rates reflect true 
market value were the criterion for establishing true market value, 
there might be no cause for concern. 

However, there are certain facts available that demonstrate 

(a) That meticulous care did not go into the pricing of the timber in 
these contracts, and 
(6) That the price is not the equivalent of true market value. 

Earlier testimony has indicated the opinion that the Secretary has 
departed from the terms of the contract. When the contracts were 
let for bid, the Secretary did set forth minimum acceptable stumpage 
rates and in effect made public his thinking regarding true market 
value. Those stumpage rates were secured by the application of the 
conversion return appraisal procedure. 

I might say here that in 1948 the Bureau of Indian Affairs made an 
appraisal which set stumpage rates. We will take just one species, 
$10.71 for cedar, and they computed a ratio as a result of that. When 
they readvertised the sale for the second time they had changed their 
log-value components, but they took the old ratio and multiplied it 
by the log value to get their new stumpage rate. That new stumpage 
rate comes out to be $13.06, and for some reason it is made $13.30. 
Incidentally, all the other rates in the contract were done by direct 
multiplication. That is of some significance because, despite the fact 
that the company had forfeited its deposit and 4 years had elapsed 
since the original appraisal, the Bureau of Indian Affairs had ap- 
parently not detected anything which would cause it to reevaluate 
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the entire sale. There were, I think, rather significant changes be- 
tween 1948 and 1952 in the cost of stumpage, if not in any other factor 
in the industry. I think the record would show that the other Federal 
agencies were experiencing considerable variation between their bid 
and appraised prices during that period. 

These stumpage rates were secured by application of the conversion 
return appraisal procedure. The contract then specifies that until 
redetermined the stumpage rate will be adjusted quarterly by a ratio 
device, and this is secured by dividing the bid stumpage rate by a 
prescribed log value. 

Returning for just a moment to this “other factor” item in the con- 
tract as it relates to the one company, Rayonier, despite the fact that 
the Rayonier contract can be changed for almost any reason, this does 
not in my opinion provide either party with a license to tinker with 
the basic premises in the contract. Facts must be amassed to justify 
revising the concepts and already.there has been a considerable amount 
of changing without full regard to facts. For example, log grades 
have been changed once from the averages first used. Profit ratios 
have been changed twice. Interest allowance has been introduced 
and twice changed. A new triple-appraisal concept has even been 
advanced in 1956 which involves a final selection of a stumpage rate 
solely on the basis of judgment. 

There are some facts which call for a complete reevaluation of 
whether these contracts do now or ever will measure true market value. 

First, the Bureau of Indian Affairs is relying on a 1916 cruise as 
a basis for determining the timber on these allotments. 

As shown in a management plan prepared on March 26, 1954, the 
Bureau of Indian Affairs indicated that they were aware that cutting 
had exceeded estimates by 67 percent. And they note there that they 
expected the whole unit to cut not 614 million feet, but 979 million feet. 

Mr. Copurn. Who do you mean by they ? 

Mr. Wotr. The Bureau of Indian Affairs. 

I do not know what the purchasers anticipated the contract will cut. 

Despite their knowledge of this—and again referring to Bureau 
of Indian Affiairs—nothing has been done to develop up-to-date stand- 
ards based on factual data. 

The above figures and the adjustments were arrived at by a most 
crude mathematical process. 

Secondly, the cutting records to date indicate wide variations in the 
volume estimated and the volume cut on different allotments. Over- 
cuts on one allotment have been 86 percent; on another, 100 percent; 
on a third, 144 percent; 164 percent on a fourth; and 225 percent on 
a fifth. 

There are also substantial variations on the estimates of the species 
on allotments and the amount actually cut. 

One allotment was estimated to have 2,029,000 feet of cedar, and 
none was cut. Another was estimated to have 1,405,000 million board 
feet of cedar, and none was cut. 

On the other hand, no spruce was estimated on the first allotment, 
but 2,031,000 feet were cut, while on the other no spruce was estimated 
but 2,093,000 feet were cut. 

Mr. Cosurn. Would you say, Mr. Wolf, as a conclusion to those 
statistics, that apparently the Indian Bureau does not know what it - 
has to sell ? 
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Mr. Wour. That was the conclusion that I came to a little further 
down, Mr. Coburn. 

In addition, the Bureau of Indian Affairs does not have any sound 
data for the stand. Thus, its original estimate is nothing more than 
a guess. 

In testimony before this committee in 1955, page 1595 of the record, 
the Bureau of Indian Affairs’ representatives indicated that aerial 
photographic information was not applicable in arriving at volume 
estimates on this reservation. However, on Friday the Rayonier rep- 
resentatives testified that they had a complete type map of the timber 
and a cruise based on aerial photography made in 1951 before they 
bought that tract. 

Thus, it would appear that the Bureau of Indian Affairs knows 
less about the quality and quantity of the timber it sold than does 
the buyer. 

Next in the group of defects is the dearth of substantial informa- 
tion on logging costs. One good example is roads. 

Here are two sales embracing 65,000 acres that are almost totally 
without roads, and the Bureau of Indian Affairs does not have one 

ure on the number of miles of roads needed or the estimated cost 
of the road network. : 

Similarly, Rayonier testified on Friday that their estimate of road . 
costs was $4 million while the Bureau of Indian Affairs is making 
an ara Tnnee of only approximately $2 million for roads in its ap- 

raisal. 
. Now I might say that they are using a figure somewhere in the 
neighborhood of $2 a thousand. I prorated that over the antici- 
pated overcut. If it was done just on the 614 million feet it would be 
even far less. 

Obviously, I am not in position at this time to indicate what the 
roads might cost, but it is readily apparent that the absolute lack 
_ of facts makes it difficult for the Bureau of Indian Affairs to make 
a proper evaluation of its timber. 

These factors should be enough to cause a total review of the 
basis upon which this timber is being sold. 

Sound solutions to these problems are readily available. <A type 
map and aerial photographs apparently exist, and a statistically 
sound sample of timber could be obtained by this fall. I am basing 
that on the knowledge I have of the ability of other Federal agencies 
to inventory their timber arid arrive at estimates that are statistically 
sound for areas of this size. 

Mr. Cosurn. You are referring to the Forest Service and the 
Bureau of Land Management ? 

Mr. Worr. Yes. 

This would provide an up-to-date estimate of volume and quality 
for each contract area, but would not give detailed information on each 
allotment. 

Actually it is not necessary to obtain all this detailed allotment in- 
formation now on a total contract basis, but, for proper pricing 
and proper sale administration, a good detailed cruise should be se- 
cured on areas to be cut each year before the commencement of each 
cutting year. This would involve cruising about 700 acres a year on 
the 2 contracts, a relatively small task. 
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The third need is to plan the basic road network to develop the en- 
itire contract area and to make rough estimates of cost. 

The Bureau might also consider making detailed engineering esti- 
mates of roads needed approximately 2 years in advance of cutting. 

In addition, they might give consideration to contracting the con- 
struction of the expensive main-line roads and leveling an equal per- 
thousand-foot charge against all the timber on the main-line road. 

I might say there, Mr. Chairman, that the usual practice in Federal 
timber sales when they enter into road agreements with private land- 
owners, for example, is to pro rate the charge equally over the volume 
of timber. 

These steps would do a great deal to enable the Bureau to accurately 
measure the true market value of the timber. 

It is very likely that the appraisers for the Bureau of Indian Af- 
fairs would be greatly aided by assistance from the Solicitor’s office 
of the Department if they were to secure a definition of true market 
value as called for by these contracts. 

In 1955 one Bureau of Indian Affairs appraiser, in an official report, 
stated : 


Bxisting rates appear to be reasonable and are still appreciably below rates 
being currently paid for stumpage on current sales in the area. 

That apparently was his definition of true market value. 

Subsequently, other appraisers in the Department recommended sub- 
stantial increases, but shortly thereafter they reduced the amount of 
the proposed increase. 

Similarly, in 1956 the purchasers were notified of substantial in- 
creases in cedar and practically no increase in other species. 

After they protested the increased rate on cedar, the appraisers 
made a new set of recommendations for the Secretary to consider. 
The proposed cedar increase was cut about 50 percent, but an increase 


not heretofore contemplated or announced was recommended for white . 


fir and hemlock. 

Mr. Cosurn. Could the Indian Bureau or the Deapartment give you 
any justification for first cutting the cedar by 50 percent and then ap- 
parently raising the white fir and hemlock ? 

Mr. Worr. I will have to confess, Mr. Coburn, that I have not asked 
them for the basis upon which the most recent recommendations rest. 
They were sent by Mr. Chilson to Senator Neuberger in a short letter 
listing the new ratio. No basis was given for the change. 

Senator Neupercer. Obviously, the Bureau will be given an oppor- 
tunity before we conclude hearings on this issue to state their justi- 
fications for the recommendations. 

Mr. Cosurn. I wondered if notice had been given to either the pur- 
chaser or to the Indians of this latest change. 

Mr. Wotr. The Bureau would have to tell you that. I am in no posi- 
tion to tell you. 

I would assume that was an internal recommendation from the 
Bureau to the Secretary. 

I would like to say that it is my personal reaction that the purchasers 
would have a legitimate reason to register additional views with the 
Secretary since his first announcement did not contemplate a raise 
for hemlock and white fir of the magnitude now suggested by the 
appraisers. 
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It'seems' tome that when you notify someone that “Here are my 
rates; this is what I am going to ask you,” and they come back and 
protest 1 item out of 5, let us say, which is basically what happened 
here, that you cannot then turn around and increase an item on which 
no protest is registered and where both parties are apparently happy, - 
while you decrease the one that they protested on. It does not seem 
fair to me. 

You tell a fellow where you stand, and he tells you where he stands, 
and you narrow and not enlarge the points of difference. 

Mr. Conurn. What does the Forest Service do on reappraisals of 
this kind ? 

Mr. Worr. T would have to speak from recollection and from having 
studied many, many Forest Service contracts. 

I have never known of an instance where the Forest Service notified 
somebody of a rate change and not a protest and then turned around 
after the protest was in and acted on something that the purchaser had 
not protested. 

In other words, if the Forest Service were to tell somebody that the 
cedar rate was going up and the hemlock rate was going down, and the 
purchaser protested the cedar rate, they would not turn around and 
say “We will drop the cedar and raise the hemlock.” They would stand 
with their original hemlock rate, and, if they were unhappy with it and 
had made a mistake in the first place, I do not think they would do any- 
thing about it. That would be what they had publicly announced. 

I do not believe that I have ever run across an instance where they 
used that device. 

- I might say that this was also done in 1955. The rates went up and 
down on varying species. ‘The result of this type of revision is that 
the purchaser is in a very difficult position if he makes a legitimate 
' protest on one item and fails to make an equally strong protest on an- 
other. The Indians are also at a loss. It is doubtful that they would 
oe any proposed increase in rates as being too high. They might 

ave viewed the original proposal as satisfactory, particularly if the 
cutting was to be concentrated in cedar. However, not being aware 
of the further change, they are also without an opportunity to indicate 
their views. 

The amazing thing about all of this is how rates which are studied 
for several months and then announced on February 28 can fluctuate so 
sharply within 3 weeks after a protest is received. =~ 

I would like to emphasize that in the 30 years that the Indian Bureau 
has been selling timber they have not had a handbook available. 

Senator Neupercer. Does the Forest Service have a handbook ? 

Mr. Worr. Yes, sir. 

Senator Nreusercer. Does the Bureau of Land Management have a 
handbook ? 

Mr. Wotr. Yes, sir. 

Senator Nreusercer. I think that, if that is the case, the record 
should show that. 

Mr. Woxr. The lack of clear standards for the appraisers to apply 
certainly renders it most difficult for anyone to ascertain just how ‘the 
Bureau of Indian Affairs finds true market value. 

The second major need, then, is to define the pricing concept and the 
method of application, and to eliminate the practice of announcing 
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proposed rates and then, after a protest on one species, dropping that 
one while raising another. 

The prices recommended on February 28, however, still do not 
appear to reflect true market value, and the following will show why.. 

On the adjacent Olympic National Forest, timber is sold on a 
scaling basis identical with the Indians’ timber. 

Now it is possible, with due regard to quality, accessibility and con- 
struction costs for road variables, to make direct and meaningful com- 
parisons of timber values, 

It is also pertinent to note that Forest Service sales in 1956 sold at 
an average price about 40 percent.above their appraisals. 

Thus, if anything, national forest timber values are conservative. 
The difference between appraised and bid price may represent one or a 
combination of such factors as anticipation that the grade or volume 
of the timber is higher than the estimate; that the price of timber 
products will advance; that cost estimates are conservative; or that 
the bidder is very efficient. 

However, Forest Service appraisals are excellent because the Forest 
Service applies its average data with great consistency during any 
pricing period. Average log values, average logging costs and profit 
and risk allowances are applied almost uniformly while timber quality, 
road costs and other variables peculiar to the sale are estimated sepa- 
rately. 

Tn edition, national forest timber is sold with rather stringent re- 
quirements in road construction and general operation which do not 
apply to the Indians’ timber. 

Thus, the following analysis forms the basis for a valid comparison. 

I would like to refer to this paper which I will put in the record 
later, Senator. What was done was this: I took two sales; one which 
was made on February 11, 1957; and another which was made on 
January 7 by the Forest Service. Those were sales that were sold. 
They are described on page 12. 

In these sales I used the Forest Service grade percentages and sub- 
stituted the Bureau of Indian Affairs log values. I used the Bureau 
of Indian Affairs direct logging cost in lieu of the Forest Service 
cost. But I used the Forest Service transportation and road construc- 
tion costs and the Bureau of Indian Affairs profit and risk allowance. 
The result. was that the stumpage for cedar dropped from $25.50 to 
$15.62, which is $9.93 less than the Forest Service appraised rate. 

On hemlock, similarly, the reduction put the stumpage rate down 
- to $2.97 whereas the Forest Service appraised it for $10.35. 

‘ The white fir dropped to $5.25. The Forest Service had priced it for 
12.95. 

The Forest Service sold that timber at the appraised price on all 
three of those species except for the cedar, which went for a nickel 
above the appraised price, so that there is no indication that this was a 
situation of numerous people clamoring for timber or they were going 
to go out of business. 

There were two bidders on this sale, I believe. 

I do not believe that you can pin down all the factors in an appraisal 
exactly, but the indications are that the price was at a level which did 
not encourage a lot of bidding. And, since these data are the same as 
the Forest Service have been using regularly in their appraisals, and 
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they have been getting an average of 38 percent above, the chances are 
that this is a reasonable example of what happens when the Bureau 
of Indian Affairs data are substituted. 

The second sale is in the same category. 

It is interesting to note that hemlock in the second sale by the Forest 
Service, appraised and sold for $6.50, would come out with a minus 
$2 stumpage value if the Bureau of Indian Affairs data were sub- 
stituted. 

Obviously, this timber had something close to its appraised value be- 
cause that was what was bid. And, again, it did not appear to be a 
situation where desperation bidding was a factor. 

Both of these sales were reasonably large sales. There was some- 
thing in the neighborhood of 25 million feet in one sale, and 15 million 
feet in the other. 

Mr. Cosurn. Mr. Wolf, in that sale entitled West: Fork Hump- 
tulips No. 8, of January 7, 1957, the bid rate was the same as the ap- 
praisal rate ? 

Mr. Wotr. Yes. 

Mr. Cosurn. For all three species ? 

Mr. Wotr. That is right. ‘There were two qualified bidders. 

Mr. Cosurn. In that instance at least, the rate arrived at through 
appraisal is very important. 

Mr. Wotr. Yes; it is. 

Mr. Cosurn. If the timber sells for the appraised price it ‘is very 
important to have a sound appraised price. 

Mr. Wor. That is right. There is no further action possible. 

Another example is the sale on which there was some discussion the 
other day, known as the Matheny Creek No. 1 sale which Rayonier pur- 
chased in 1954. Reference to that appears already in the record, but 
it is interesting to note that the Forest Service found, applying what 
were the highest log values in use during that part of 1956—and they 
adjust their prices generally by quarters—that they still could not 
bring the price of the hemlock up to the bid rate of $16, The reap- 
praisal rate was $11.75; and the original rate, $1.65. The same is true 
of white fir. 

Those are two predominant species. 

It may be that there were some other factors in there. 

Mr. Forrest testified the other day that that sale constituted 35 
percent No. 1 peelers and No. 1 sawmill logs for hemlock. 

I do not think that that one factor alone would explain the reason 
why that was bid straight across the board at such high rates for all 
the species. 

Mr. Cosurn. Was there not considerable competition in that sale? 

Mr. Wotr. Yes; there was, Mr. Coburn. I do not have the number 
of bidders here, but I believe there were something like five bidders, 
and there was spirited competition. 

The Forest Service does not make a practice of trying to find a price 
that equals the bid rate when they reappraise it. They try to apply 
their tans in a pretty uniform manner, and price it as though they 
were reoffering it for sale. However, I do understand that, if they 
have subsequent information that indicates that road costs have 
changed from what they originally estimated them to be, indications 
are that the grade of the timber has changed or that there have been 
other changes of that nature, they will adjust those factors. 
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I do not notice that they adjusted the grade of the hemlock to the 
grades that Mr. Forrest indicated the other day. Perhaps that was 
an oversight on their part because the peeler hemlock was 7 percent, 
and the No. 1 sawmill 15 percent for a total of 22 percent. 

Mr. Forrest indicated that they were getting 35 percent. 

If they adjusted it to that, I imagine that the reappraised rate would 
not have slipped from $16 to $11.75. 

Now the substitution of the Bureau of Indian Affairs’ data in this 
reappraisal that we have been discussing on the Matheny Creek sale 
would have resulted in the Forest Service reappraising the cedar for 
$19.27 instead of $26.30; to minus $0.43 on the hemlock, and $5.31 on 
the white fir instead of $14.10. 

The difference occurs because of several factors that the GAO wit- 
nesses discussed earlier. 

The log values used by the Bureau of Indian Affairs are lower than 
those used by the Forest Service. Their direct logging costs are higher, 
and their profit and risk allowance is higher. 

The Forest Service is currently using something in the neighborhood 
of 6 percent for profit and risk. 

While I am not going to subscribe to that as the figure that should be 
used, that is the one they are using, and their stumpage rates are re- 
sulting in sales that averaged 38 percent above the appraised price 
during 1956 when that profit and risk allowance was in use. 

Mr. Cosurn. What allowance is the Forest Service making, Mr. 
Wolf, for intérest costs ? 

Mr. Wo r.. The Forest Service treats interest under their profit and 
risk allowance. Their manual, in part 5024.2, states: 

Expenditures for State and Federal income taxes and interest on borrowed 
capital are not entered as cost allowances, They are a part of the profit allow- 
ance in Forest Service appraisals. The term “profit allowance” is more ac- 
curately expressed as allowance for profit, risk, interest, and income taxes. The 
need for the use of borrowed capital varies greatly according to the circumstances 


of individual operators. 

Now, as I understand the Forest Service position on this, they 
recognize interest -as a cost of doing business, but they say—and I 
think with some justification—that they do not know what company A 
needs to borrow in relation to what company B does. And, so, they 
try to take care of that in a profit and risk allowance rather than 
setting up a separate item of cost because, before a sale, they may 
have 10 bidders and they do not know what the predicament of each 
bidder is. So it would be impossible, I think, for them to treat it in 
any other way. 

hey can make an estimate of the average cost for logging. And, 
again, the purchaser may have some different costs. But they do not 


try to treat the costs of the individual. They try to arrive at an 
average. 


Mr. Corurn. Is it your testimony that generally the allowance 
made by the Bureau of Indian Affairs for profit and risk is higher 
than that made by the Forest Service ? 

Mr. Wotr. Well, there was a rather unique development in 1955, 
Mr. Coburn, when the rates were readjusted. The Bureau of Indian 
Affairs not only put an interest factor in, but they increased the profit 
and risk allowance on 4 species by 2 percent and on cedar by 3 percent. 
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They made substantial increases in the profit and risk allowance all 
along the line. 

So they were allowing interest and also increasing their profit and 
risk allowance at the same time. 

Now the result may be that the profit and risk factor was going 
up for other reasons; at least according to their reasoning—that there 
were other things that were causing that to go up. 

Frankly, I am not so sure that when you enter into a long-term 
sale you should juggle that profit and risk allowance around very 
much. I think it should be a very stable item, the percentage. 

Mr. Conurn. The point I was trying to clarify was this: If it is 
true that the Bureau of Indian Affairs makes, let us say, a reasonable 
allowance for profit and risk which is somewhat higher than that of 
the Forest Service, but that the Forest Service has already taken 
into account the cost: of interest as a legitimate charge, and that makes 
this interest allowance that the Bureau of Indian Affairs permits even 
more unrealistic. = 

Mr. Wotr. That would be my view. 

Mr. Cosurn. Do you see my meaning ? 

Mr. Wotr. Yes. 

Mr. Cosurn. It is one charge added to another charge which, in 
itself, is already, according to your testimony, pretty reasonable. 

Mr. Wor. The Forest Service allowance does contain that profit 
and risk or interest element, the amount of which I am not sure. 
But it is supposed to include it. 

If the Bureau of Indian Affairs also supposedly had it in there, 
then further increased it, it would go up even more. 

I might say that on October 16, when Secretary Seaton sent his 
report to the committee, this statement was found in it: 

Interest on invested capital is considered a legitimate charge against the cost 
of producing salable products in standing timber. It is not always specifically 
identified as such in stumpage valuations. A common method of appraising 
stumpage is to subtract from the value of the product the cost of producing 
that product exclusive of stumpage. Inter on invested capital is not included 
as an item of cost at this point. The « i.tence between product value and 
production costs is termed operating margin. It is the amount available for 
division between the stumpage owners as stumpage payments to him and the 
purchaser as profit and risk allowance. This allowance is actually composed 
of two main parts; the first part represents normal interest on capital invested 
in the enterprise. The second portion includes an allowance for known and 
unknown risks. It is under this category that the interest on advanced payments 
should be considered rather than cost. It consequently follows that there will 
be no profit and risk allowances on the interest charges. 

As I read that, the Secretary, in effect, was telling us that the 
proper place for this interest allowance was in profit and risk; not 
as a separate item of cost. : 

To return to this Matheny Creek sale, Mr. Coburn, I think that 
the record is rather clear that the Forest Service data generally pro- 
duce a higher price than do the data used by the Bureau of Indian 
Affairs. 

That is not based upon any analysis which fails to recognize the 
grade that the Forest Service assigns to the timber, or the profit and 
risk allowances that they assign to that timber, or the cost of con- 
structing roads. That is as close a comparison as you can make between 
two tracts. 
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I think that about all you can do is assess how effective the data are. 

Senator Neusercer. 1 want to ask you just one question. 

I have to attend an executive session at 4:30 this afternoon on’ the 
higom ay bill, which will go to hearing tomorrow. 

ow much more material do you have, Mr. Wolf? 

Mr. Wour. I do not have a great deal. 

Senator Neusercer. How soon do you think you can conclude i 

My intention is to recess the hearing tentatively until May 2. 

Do you think you can conclude your presentation this afternoon 
within the next few minutes? Or would you rather go on again 
on May 2? What is your wish in the matter? 

Mr. Wotr. We can put it in the record if you want, and let it appear 
there, Senator. 

Senator Neusercer. I think that we should do so. 

This is my feeling about the matter, and I think that the record 
should indicate that my attitude isthis: 

A great deal of the material which we have put in here about timber 
stumpage prices, about the comparative records of the Forest Service 
and the Bureau of Indian Affairs, and other material is quite technical. 
A good deal of it requires close examination. 

As I have indicated earlier, I think that the Bureau of Indian 
Affairs not only have a duty but they certainly should have the op- 
portunity to respond to some of these things. Obviously it is govig' to 
take some time for their staff to study the comments made by, rou 
and made by the representatives of the General Accounting Office, 

If it is possible, I would like to have you complete your presenta 
tion as soon as possible, and put your entire findings and information 
in the record so that it may be studied, 

Mr. Worr. As you recall, at your suggestion, a copy of this wag 
transmitted to the Bureau of Indian Affairs when we postponed the 
Thursday hearing, so that they have these papers before them, |. |; 

Senator Nevpercer. I am glad that the representatives of the Bureau 
of Indian Affairs are here. 

I suggest that you complete your presentation, 

T also think that a copy of the appraisal handbook of both the Forest 
Service and the Bureau of Land Management should be made. part 
of your exhibits. They do not need to be printed into the record, but 
should be part of the exhibits to go with the record so that the other 
members of the subcommittee and of the full committee may see what 
the Forest Service and the Bureau of Land Management do in this 
respect. 

1 would suggest that you complete your presentation as soon.as you 
can, ‘Then we will recess this evening until after the Eastern, ad; 
journment of the Congress, and meet about May 2. 

Mr. Worr, In regard to these two contracts, I took the Forest Serv- 
ice log values and substituted them in both the Aloha and Rayonier 
contracts to see what the results would be, 

The average costs that the Forest Service was using for loggimg 
were applied and I retained the transportation and. development costs 
that the Bureau of Indian Affairs had because there were no better 
figures available to my know ledge: I used the Forest Service profit- 
and-risk allowance. ki 
93277—57-——15 


i 
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The result would be that the recommended rate for stumpage on 
the Aloha contract would go up to $31.25 whereas the Bureau of 
Indian Affairs had recommended $20. 

- The Hemlock rate would go to $16.10 whereas the Bureau of Indian 
Affairs recommended $9. - 

And the white fir rate would have gone to $18.35 whereas the Bureau 
of Indian Affairs recommended $11.50. 

There were similar adjustments on the Rayonier contract. 

I think that the general result of that analysis indicates that the 
figures used by the Bureau of Indian Affairs are pretty rough. They 
are relying on logging cost data which they developed in 1955. 

Senator Nevsereer. And almost siveriably they favor the purchaser 
rather than the owner of the timber. Is that correct as related to 
Forest Service figures ? 

Mr. Wotr: As related to Forest Service figures, according to the 
purchasers’ contentions, they are way under. 

I believe Rayonier testified the other day that their logging costs 
were $48. The Bureau of Indian Affairs does not come near that. 

Senator Nreusercer. The stumpage rates of the Bureau of Indian 
Affairs are almost invariably to the prejudice of the owner of the tim- 
ber as compared to the contrasting Forest Service rates ? 

‘Mr. Wotr. That is right, sir. 

Then; rather oddly, if you compare the cedar log values that the 
Bureau of Indian Affairs found in 1956 as the basis for appraising the 
contract, you find that they used five different values in the several 
different appraisals that they made. 

It seems to me that they ought to be able to hang their hat on one 
value somewhere along the line, and, if it takes five different values to 

find the value of cedar, there must be something drastically wrong 
with the entire appraisal. I do not see how it can be one value in one 
place and one value in another. 

They similarly find that the value of cedar logs had decreased $3.63 
since October of 1955, but they proposed a $7.39 rate increase. 

On the hemlock they found that the value of the logs had gone up 
$2.89, and they proposed only a 78-cent increase. 

For white fir they found that the value of that had gone up $2.27. 
They proposed only a 76-cent increase. 

There does not seem to be any logic whatsoever to the increases that 
they propose. - . 

Mr. Cosurn. Is it a fair conclusion that the Indian Bureau is per- 
haps attempting to project what a fair rate will be in the future? In 
other words, these are long-term contracts. They may not be looking 
at just this particular portion of the year. They may be looking years 
ahead. 

Mr. Wor. I think you would have to ask them what they are trying 
to do because it is really not apparent to me. 

Mr. Copurn. Maybe they are averaging this thing out over a con- 
siderable length of time. That is my point. 

Mr. Wo.r. They propose changing the grade structure by which 
they compute the appraisal. 

I think they do not have any better information upon which to 
change the grade structure now than they had when they started. 
They have some indication that that grade is higher than their esti- 
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mates, but they really lack a definitive study of the grade-of. timber 
that is going to be cut for the next 1 year or 2 years. 

I think that is the clue, as to how you value timber. You can go 
out, particularly when you are dealing with timber of 400 or 500 indi- 
viduals, to the allotments that are going to be cut next year, and find 
cut what the value of that timber is, the grade, the volume,.what it 
is going to cost. to log it, and prorate your road cost over the wholesale 
and still charge them all the same road cost. But this business of 
average does not really make very much sense. 

There is another factor that I would like to go into briefly. That is 
this whole ratio concept. 

I tabulated the volume reported by the Pacific Northwest Loggers 
Association that they scaled, for the three log markets, and it shows 
that since 1950 it has dropped from 1,002 million to 577 million feet a 
year, while the volume the Forest Service sold has climbed from about 
1,003 million to 2 billion feet. 

Now I think that indicates that this Pacific Northwest Loggers As- 
sociation index is becoming a less desirable peg upon which to establish 
prices than it was even 5 or 7 years ago. It may have been all right 
when they started, but it does not seem to indicate that it gives-you a 
big enough sample now. 

‘As another example of the relationship, here is a graph which shows 
the total volume cut in the Douglas-fir region. The dotted line is 
the loggers’ association volume, the dashed line is the Forest Service 
volume, and the solid line is the total cut for the region. 

This Pacific Northwest Logger price report is a very; very small 
sample, about 5 percent of the timber cut in the Northwest. 

2 Senator NeuserGer. Can these be included in the record, Mr. Gam- 
ef 

.Mr. Gampie. They can. 

Senator Nevpercer. I think they sheuld be included i in the record. 
They are quite significant charts. 

(The charts referred to appear on the following pages.) 
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GRAPH SHOWING DECREASE IN VOLUME REPORTED ON BY PACIFIC NORTHWEST LOGGERS ASSOCIATION; 
INCREASE IN SALE OF NATIONAL FOREST TIMBER IN DOUGLAS FIR REGION 
ORGEON AND WASHINGTON; TIMBER CUT QUINAIELT RESERVATION 
1950 . 1956 
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GRAPH SHOWING THE VERY SMALL AMOUNT OF TOTAL LOG PRODUCTION 
REPORTED BY THE PACIFIC NORTHWEST LOGGERS ASSOCIATION 
DOUGLAS FIR REGION - OREGON AND WASHINGTON 
1950 . 1956 
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Mr. Wo r. I think it is significant that the basis upon which this 
whole ratio rests is on thinner and thinner information rather than 
thicker information. 

It would seem to me that in the course of evaluating where they 
ought to be going, the Department ought to ascertain whether or not 
it wants to invoke section 11 of the contract and no longer rely upon 
these ratios. 
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Senator Nevsercer. Have you nearly finished? Because I must get 
to this other meeting. 

Mr. Wotr. Yes, sir. 

With your permission, we can put the rest in the record. 

Senator Nevpercer. I think these charts are particularly significant, 
and they have been included in the record, Mr. Gamble. 

Mr. Wolf, all the material which you aren't able to state orally will 
be included in the record in full. 

(The material referred to follows :) 


DeaR SENATOR NEUBERGER: You informally requested information on several 
points in connection with the hearings to be held on the Quinault Indian Reser- 
vation timber sales policies. 

This 190,000-acre reservation in western Washington contains about 174,000 
acres in Indian ownership of which 170,000 acres are in alloted status. There are 
2,146 allotments divided among 1,928 persons of whom 52 are non-Indians. There 
are 1,250 allotmetits*in the hand. of the original allottees and individual heirs, 
while the balance, 896, are owned by 2 or more heirs. Only 370 allottees, or 20 
.percent, live on the reservation. The entire reservation is timbered, except for 
very small areas in agriculture or homestead use. 

Since 1920, when logging started, approximately 60,000 acres of the reservation 
have been cut over under contracts which are now terminated. There are two ac- 
tive timber contracts, one to the Aloha Lumber Co., entered into in 1950, which 
runs for 29 years and contains an estimated 545 million board-feet. It is expected 
this contract will cut out 800 million feet. The other is with Rayonier, Inc., enter- 
ed into in 1952, which runs for 34 years and contains 614 million feet. It will prob- 
ably cut out at least 900 million feet. There is a third area, which is uncut and 
not under contract, known as the Queens unit, containing 45,000 acres and, based 
on past cutting records, it contains about 700 million feet. It was advertised for 
sale in 1950, no bids were received, and now some 7 years later no new course 
of action has been set for selling the timber. 

Since 1922, 3.8 billion board-feet of timber have been cut or ‘placed under con- 
tract. Bight long-term sales, larger than 90 million feet each, account for 96 
percent of the timber thus sold. 

In preparing answers for your questions, five papers were developed covering 
the major problems. These are submitted as supplemental documents. 

1. You asked whether the Bureau of Indian Affairs stumpage rates reflect true 
market value as called for by the contracts. The answer is “No.” The best 
criteria of whether the Bureau of Indian Affairs rates approach true market 
value is found by a comparison of their appraisals with the results when Forest 
Service data is used. Federal timber appraisals are designed to reflect the value 
of the timber by the use of average data with appropriate adjustments for 
variables between tracts. The major variables are timber quality, road construc- 
tion, distance to market, and special logging requirements. However, average 
log yalues are used and average costs are applied to road construc tion, logging, 
transportation, and profit and risk allowance. 

In the following analysis of the cedar and hemlock appraisal for the Rayonier 
sale, Forest Service data, which is used by that agency as average, has been sub- 
stituted in the Bureau of Indian Affairs appraisal for comparison. The items 
used were log value, logging cost, and profit and risk allowance. Bureau of In- 
dian Affairs estimates of log grades, transportation, road construction, and in- 
terest allowance were retained. 

The differences in each item are shown. 

Following this there is a summary of the other two Bureau of Indian Affairs 
appraisals which are supposed to indicate trends in value, and also the final 
rate recommended by the Bureau of Indian Affairs which was arrived at through 
the application of “judgment” to the three values secured by the different 
appraisals. 

In the Bureau of Indian Affairs cedar appraisals, 5 sets of values for cedar logs 
are used, while only 1 set of values is used in the Forest Service appraisal. The 
highest of the Bureau of Indian Affairs log values is $3.55 less than the Forest 
Service values. Similarly, the direct logging cost and profit and risk allowance 
are higher than for Forest Service sales. 

After the recommended stumpage rate is secured, the Bureau of Indian Affairs 
applies another procedure which is supposedly designed to keep these rates in 
some harmony with market trends. Actually, instead of doing this, it becomes 
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the controlling factor in the establishment of stumpage rates. Each contract 
sets forth a different set of criteria for the establishment of a new log value 
which is based on different log grade percentages and log values than were used 
in the appraisal that ‘set the so-called recommended rate. The recommended 
stumpage rate is divided by this log value to obtain a percent which the Bureau 
calls a “log to stumpage ratio.” Thus, the stumpage rate becomes the prescribed 
percentage of the log value computed for each quarter of the year as prescribed 
in the contract. 

The following shows the steps outlined above: 


Rayonier sale 
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1 Based on $58. 34 tin value. 

? Based on difference between $54.59 and $58.81 log value, 
3 This is the log value set by the contract. 

¢ Based on $46.14 log value. 

5 Based on $47.96 and $45.29 log values. 


The interest allowance was retained in the above comparison. Its removal 
would result in. complete comparability with Forest Service rates. The gap 
between the Bureau of Indian Affairs rate and the rate obtained using Forest 
Service data would become $1.57 more in this contract. 

Conversely, the substitution of Bureau of Indian Affairs data in two Forest 
Service sales made in 1957 and.the 1956 reappraisal of a 47 million board-feet 
Sale to Rayonier, Inc., would have materially lowered appraised rates. In 
two of the Forest Service sales the hemlock appraisal prices would have shown 
——— value and other stumpage rates would have returned to the low levels 
of 1953. 

During calendar year 1956 the Forest Service made 670 sales totaling 2 
billion feet. The bid rates were 38.9 percent over appraised prices. On the 
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Olympic National Forest 27 competitive sales were made, totaling 135 million 
feet, double the volume cut on the Quinault Reservation. Bid rates averaged 
38.6 percent over appraised rates. It is also significant that the Forest Service 
total costs for logging, transportation, and road construction were $35.02, or 
an amount that is a little higher than the total costs estimated for Indian timber. 

If the national forest data were used in only a theoretical appraisal or a 
renegotiation not subject to bididng, its applicability would be open to ques- 
tion. However, the data is being used in sales offered for competitive bids 
and sold in sales with from 2 to 4 bidders. In addition, the log grade values, 
the average direct logging costs and profit ratios are applied with reasonable 
consistency by the Forest Service in making its appraisals. Inasmuch as the 
Forest Service makes many competitive sales each year, its data is subject to 
tests which cannot be applied to the data used by the Bureau of Indian Affairs, 
which has only these two contracts, where prices are set by negotiation. 

The overbids on Forest Service sales, while sizable, would indicate that 
Forest Service selling price and logging cost data produce a conservative state- 
ment of stumpage values as. measured by bidder response. 

A further indication of the illogical nature of the Bureau of Indian Affairs 
apraisal is shown below : 
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It is impossible to reconcile a reported drop in log value of $3.63 for cedar with 
a $7.45 increase in proposed stumpage rates. On the other hand, a $2.89 increase 
in hemlock log values will produce a $0.78 increase in stumpage rates. The log 
values used for the ratio computation are well below prices used to establish 
stumpage rates. Serious question arises as to whether, if the log values used in 
the ratio are unacceptable for setting rates, they can still be acceptable for use 
in the ratio. 

The comparison below shows the currently effective rate under present ratios 
and the resulting price change when the new ratios are applied to the current log 
yalnes : : 
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This tabulation shows that the ratios control the stumpage rate. 
The Bureau of Indian Affairs has developed the following ratios for applica- 
tion to the log values effective for each contract: 
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As can be readily seen, there are different long values for each species and a 
different ratio. There is no reason why the cedar base for one contract should 
be $58.28, while for the other it is $56.99. Similarly, there is no reason why 
stumpage should be 34.75 percent of one log value and 38.50 percent of the 
other. ‘ 

The proposed increases in stumpage result in prices well below those that would 
be set if Forest Service data were used in the Bureau of Indian Affairs appraisal. 
This is further evidence of the fallibility of the Bureau of Indian Affairs ap- 
praisal, index, and ratio. 

2. You asked what new information was available on the interest charge. 

The full impact of the interest charge can now be better evaluated because 
_the Bureau of Indian Affairs has had two opportunities to review the matter. 
The original appraisal, made about 1948, did not include an allowance for interest 
on advance payments, although the Bureau of Indian Affairs claims that metic- 
ulous care had been taken in evaluating the timber. In 1955 interest was in- 
cluded and it also covered a profit and risk allowance on the interest charge. 
The figure set for the Rayonier contract was $1.95 M. b. m. and the proposed 
item is $1.57 M. b. m. On the Aloha contract the allowance was $2.17 M. b. m. 
and the proposed item is $1.25 M. b. m. 

The interest allowance is not tied to the amount of money advanced and the 
cost to the various Indians is now fluctuating. Normal interest procedures fix 
the cost of the money so that at any time both the borrower and the lender 
know exactly where they stand. This is not true in the peculiar concept of in- 
terest advanced by the Bureau of Indian Affairs. 

Nothing in the information now available indicates that the interest allow- 
ance is a proper charge against the Indian timber. On the other hand, the full 
inequity of the charge is more apparent. The Comptroller General has indicated 
doubt as to the legality of the inclusion of an allowance for interest in the pric- 
ing of this timber. He has also stuted that he will consider further any data 
the Department wishes to submit which bears upon the subject. 

A further analysis indicates substantial variations between the estimates of 
timber on allotment and the amount of timber cut. In some cases as much as 
225 percent more timber has been cut from allotments than was estimated and 
stand composition is far different from estimates. On 11 allotments on the Aloha 
contract, only 257.6 M. b. m. of cedar were cut, although the Bureau of Indian 
Affairs estimated that there was 3,743 M. b. m. On the other hand, 14,894 
M. b. m. of spruce were cut, while only 9,294, were estimated. On one allot- 
ment alone 2,092 M. b. m. of cedar were supposed to be present, but none was cut. 
This is not the sole example of such errors, and the variations are significant 
enough to raise a question as to whether the timber reported is from the proper 
allotment. 

The interest charge does not cut off for each allottee when the estimated volume 
of timber is cut. As a result, numerous allottees are subject to tremendous 
overcharges. In one case, an allottee had the value, of timber cut since the in- 
terest charge was assessed, reduced by $10,530 to pay interest on an advance of 
$8,520 which he received 2 years prior to the cutting of his timber. The Bu- 
reau of Indian Affairs version of an equitable charge was $4,455, while interest 
at 4 percent for 2 years is $680. It is difficult to understand why this Indian 
should pay $10,530 for $8,520 advanced for but 2 years. If this charge had been 
effective from the outset of the contract, the Indian would have paid $13,500 
for interest on an amount equal to 4 percent on an $8,520 loan held for 40 years, 
despite the fact that this contract runs for 30 years and his timber was cut in 
about the first 2 years. 

3. You.asked whether the Bureau of Indian Affairs had made a full and com- 
plete review of all the appraisal problems mentioned in the earlier committee 
report. 

In the course of the hearings, the Bureau of Indian Affairs indicated that all 
of these matters were, and had been, receiving careful review. Thus, it would 
be logical to expect to find at least some of the results reflected in this April 1 
reappraisal. New log grade data, obtained from reports on the grade of. the 
Indian timber from the scaling bureau, are incorporated in the revision. How- 
ever, although the Bureau of Indian Affairs 1955 reappraisal indicated that hem- 
lock and white fir may be undergraded because they are destined for pulp manu- 
facture, no action has been taken to develop factual information on this matter. 
New log values were applied to the direct appraisal, but they are below those 
used by the Forest Service. 
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The Bureau of Indian Affairs has not developed better logging cost data, and 
unevaluated data used in the 1955 appraisal is still in use with a 4 percent in- 
crease added. 

No road construction cost or mileage estimates are in use. Profit ratios are 
reduced 3 percent for cedar and 2 percent for other species. The resultant rates 
(12 percent for cedar and 10 percent for other species) are well above those used 
by the Forest Service. 

4. You desire to have information as to whether relationships with the tribal 
council have changed. 

No determination has been made on this matter except that it can be reported 
that the tribal council apparently takes the same position it took in 1955 on the 
rate revision. To paraphrase a recent statement, they apparently feel this is 
the Bureau of Indian Affairs’ dunghill. 

5. Has any action been taken to develop better consultation with the allottees? 

The only notification of the proposed rate change that is known went to the 
tribal council. Apparently no steps have been faken to develop effective con- 
sultation with the allottees in each contract. 

6. What can be done? 

A plan for a system of advisory councils is outlined in an attached staff paper. 
It seems necessary to separate political government from business affairs, due 
to the diverse intents and location of the allottees and because only 20 percent 
of them reside on the reservation. 

The business affairs of the allottees are related to the situation of their tim- 
berland. A considerable number own timberland which has been cut over; their 
problem is what to do for the future.. Another large group is involved in the two 
contracts with Rayonier and Aloha; their problem is the best method of insuring 
that proper income is received and whether some provision must be made now 
for future management. The third group is those allottees whose timber has 
never been under contract and who have thus far received no income; their 
problem is how to realize some income at the earliest possible date. 

7. You desired to know how the management of these Indian timber sales com- 
pared with Forest Service and Bureau of Land Management sales. 

All these agencies apply the same management concept in that they attempt 
to limit the cutting of timber to an annual amount which will provide for sus- 
tained yield operation. 

: On the Quinault Reservation, which is totally allotted, the benefits of sustained 
yield cannot be fully enjoyed by the allottees because they do not have an equal 
opportunity to share in the income. Only the allottees whose timber is under 
conitract have an opportunity to receive income. 

Then there is another basic difference. On the Forest Service timber, for 
example, the usual procedure is to make a contract covering the timber to be 
cut. This involves, in this area where block cutting is the practice, the making 
of the sale layout, marking the boundaries, cruising the timber to be cut, engi- 
neering the roads, and so forth. On the Bureau of Indian Affairs sales, a huge 
area, over 30,000 acres in each of these contracts, is designated as the sale area. 
The Bureau of Indian Affairs does not designate the blocks to be cut, no bound-. 
aries are fixed, the cruise is based on a 1916 estimate, and roads are not engi- 
neered or even estimated. Thus, these contracts represent a less refined effort 
at forest management than occurs on other Federal timberlands. However, the 
present Bureau of Indian Affairs contracts do contain provisions which, if prop- 
erly implemented, could provide at least the same level of management as are 
found on adjacent Forest Service sales. 

8. You asked finally what specific steps could be taken by the Secretary’ of 
the Interior to improve management. 

As a result of earlier hearings and a review of the current situation, several 
suggestions occur. 

(a) A higher degree of coordination could be developed between the Bureau 
of Indian Affairs and the Forest Service and Bureau of Land Management. In 
the Quinault area, the Forest Service has an active competitive sales program 
‘ which supplies 78 million feet a year to the Group Harbor market alone. Anal- 
ysis of Forest Service apparisal data against sale results should be used by the 
Bureau of Indian Affairs to measure the value of the Indian timber. 

(6) More emphasis on careful layout of the timber to be cut in each subse- 
quent year would provide positive benefits to the Indians and the purchasers. 

(c) Effective consultation between the allottes and the Bureau of Indian Af- 
fairs through the development of business advisory councils would aid present 
operations and plans for the future. 
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(d@) Methods to provide sustained income are needed. Without disturbing 
relationships with the present timber purchasers, it would be possible for the 
Bureau of Indian Affairs to convert the present contracts to provide for annual 
distribution of revenue among the allottees instead of the present method that 
pays the balance when timber is cut. On the Queets unit, 7 years have elapsed 
since a sale was offered. Here it would be possible to construct mainline roads 
in advance of sales and make the cost of the road a charge against the timber. 
Thus, allottees in groups or singly could proceed to sell their timber, utilizing 
procedures which provided for annual income payments. 


: Rosert BE. Worr, Consultant. 
Staff papers are as follows: 
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A. THE Bureau or Iypran Arrairs TIMBER APPRAISALS OF THE CRANE CREEK CoN- 


TRACT WITH RAYONIER, INC., AND THE TAHOLAH CONTRACT WITH THE ALOHA 
LUMBER Co. 










While the Bureau of Indian Affairs describes its appraisals and the complicated 
problem it faces in long and similar reports, it does not present a wealth of cost 
and price data. Instead of collecting, analyzing, and refining substantial infor- 
mation to use as a base for apparisals, the Bureau of Indian Affairs has tried 
a new method of comparative appraisals. The effectiveness of these appraisis 
is briefly described. 

The Bureau of Indian Affairs made three appraisals: 





1. THE BUREAU OF INDIAN AFFAIRS MARKET TREND APPRAISAL 












The Bureau of Indian Affairs made this appraisal in the case of the Rayonier 
contract by adjusting the original contract price by one-half of the change in 
log values between the second quarter of 1952 and the fourth quarter of 1956. 
Neither the average log values used for 1952 nor those used for 1956 are those 
used for pricing Indian timber in the third appraisal; therefore, they do not 
accurately relate to the third appraisal. Secondly, the original contract price 
for the Indian timber was derived by using a weighted average grade for the 
timber. This is ignored by the use of different log-grade components in the 
establishment of log prices for use in the trend appraisal. 

Thus the market-trend appraisal is inaccurate because it is not drawn from 
the same base as the appraisal. Further, in the trend appraisal the Bureau of 
Indian Affairs assumes that 50 percent of the changes in log values is attributable 
to changing log-production costs. This introduced another new factor into the 
appraisal. This Bureau of Indian Affairs appraisal indicates average-species 
log-price changes since 1952 of from -++22 percént to —11 percent. The Bureau 
of Indian Affairs discounted the reported —11 percent change in Douglas-fir log 
values in their analysis. 

The trend appraisal is based on just two points in the past. Different quarters 
of the year were selected for points of comparison and seasonal changes are not 
accounted for. 

Finally, there is no comparison of stumpage price trends for other timber 
sales in the appraisal. This data would have also given some indication of trends 
that. might have been enlightening. 


















2. MARKET TREND APPRAISAL ADJUSTED FOR TIMBER QUALITY CHANGE 


The second appraisal took the rates established by the first appraisal and ad- 
justed them for changes between log grades currently estimated with those in the 
original estimate. Besides building in the inaccuracies of the first appraisal, 
another variance was introduced. The base price derived from a log-grade esti- 
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mate based on one set of quality assumptions is not corrected to bring it in har- 

mony with the revised grade estimate based on another set of quality assump- . 

tions. ' . 
SUMMARY OF APPRAISALS 1 AND 2 


The net effect of the 2 appraisals is to take a price derived from 1 set of basic 
long-value data, add to it one-half the change from another set of log-value data, 
and correct this for changes in grade estimates which are not reflected in the base, 
but only appear in the final adjustment. One of the basic criteria of market- 
trend calculations is that the basic data applied is at all times drawn from com- 
parable statistics made up from similar components. 

Finally, the base contract price which becomes their “index” is presumed by 
the Bureau of Indian Affairs to be a sound base upon which to rest the subse- 
quent computations. There is strong doubt that their assumption is sound, par- 
ticularly in view of the Bureau of Indian Affairs handling of the trend result 
for Douglas-fir and the indications that white-fir and hemlock stumpage rates 
would decrease despite a record on the adjacent national forest to the contrary. 
These market-trend appraisals have very little in them to recommend them as 
guides to values. The stumpage values derived are as follows: 


RAYONIER, INC. 











enna a aeoenre — SS Ee 


Cedar | Hemlock| White Spruce | Douglas Pine 
fir fir 
re 


9.34 12.54 | 15.93 9. 34 
13.05 30.03 |. 7.29 








Market trend b. ; .77 14. 56 17. 91 | 15. 36 
Market trend plus quality change 20. . 2 . - 94 13. 43 31.18 18. 44 





Outside of providing a series of numbers, they provide no basis upon which 
to evaluate stumpage prices. Just as a gross comparison of stumpage prices for 
yarious periods would show only rough trends, they would not necessarily 
establish timber values for a particular tract. The goal of the appraisal as set 
forth in the contract in clear language is to establish true market value. Unless 
it can be clearly demonstrated that a calculation accomplishes this objective, it 
has none of the qualities necessary for it to be construed as an appraisal. 

These two calculations obscure what sound factual data meaningfully pre- 
sented would reveal, and they leave the Secretary of the Interior, who is the 
officer responsible for these contracts, in an extremely weak and vulnerable 
position in dealing with both the purchasees and the allottees. If such computa- 
tions are to be one of the bases upon which timher values are derived, the 
Secretary could be as well advised by having presented to him data on recent 
stumpage values and selecting a figure which in his judgment was sound, 


8. DIRECT APPRAISAL 


(a) This appraisal was accomplished by the techniques usually employed by 
the Bureau of Indian Affairs, Starting with estimated log values, estimated 
production costs, interest on advance payments, and a profit and risk allowance 
were subtracted and the residual became the stumpage rate. 

(1) Log values: A new set of log values reportedly derived from quoted 
sources in the Timberman magazine for the fourth quarter of 1956 were used. 
These values are higher than those found in any other data applied by the 
Bureau of Indian Affairs elsewhere in the appraisals but below comparable data 
used in the fourth quarter of 1956 by the Forest Service for adjacent sales. 

The log values were weighted by log-grade percentages differing from those 
in the original appraisal. The new log-grade data were reportedly derived from 

. scaling grades for Indian Service timber sold on one contract, but the extent to 
which these data were adjusted is not.shown in the appraisal. 

(b) Production costs.—The production costs used in the 1955 appraisal were 
adjusted upward 4 percent for use in the current reappraisals. Despite the fact 
that Forest Service direct logging cost data show costs substantially below the 
Bureau of Indian Affairs data and despite the fact that the Forest Service cost 
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have shown only a 3-percent increase, the Bureau of Indian Affairs continued to 
use its higher costs and a 4-percent increase. 

(c) Profit and risk allowance.—The Bureau of Indian Affairs reduced the 
allowance for profit and risk from the 1955 level of 15 percent for cedar and 
10 percent for other species to 12 percent for cedar and 10 percent for other 
species. 

4, INTEREST IN ADVANCE PAYMENTS 


This so-called cost was recalculated and new rates derived. The committee 
position in its report was that this was an improper item for use in the appraisal 
and no evidence has been produced that indicates otherwise. On the other hand, 
information is available that more clearly reveals that even if the charge were 
proper for inclusion, the Bureau of Indian Affairs method of application is im- 
proper. In one case an allottee who received an advance payment of $8,520 had 
the price of his stumpage reduced $10,530 as a charge for interest in this advance, 
instead of the $4,455 supposedly computed as his share. The present Bureau of 
Indian Affairs method causes the interest to be levied against the first 614 mil: 
lion feet to be cut on the Rayonier contract and the first 545 million feet on' the 
Aloha contract. In this process, however, overcuts on individual allotments as 
high as 225 percent .above the estimate have occurred and the resulting intetiest 
charge on individuals is as much as 225 percent more than intended. 

The committee staff report called particular attention to.a reported difference 
in the price of Indian timber as compared to adjacent public timber. 

It also cited the peculiarities of an interest computation inserted in the 1955 
reappraisal. 


Summary—appraisal data 

In making the 1957 reappraisal the Bureau of Indian Affairs had to make cer- 
tain decisions and each one of these, applied to the various species, caused stump- 
age rates to either rise or fall. 

Log-grade data sufficient to require a revision was available; therefore. it 
was obvious that it must be used. The continuation of profit allowances well 
above comparable allowances for adjacent Forest Service timber could not bé 
justified. A recomputation of interest was made. These three revisions had the 
effect of increasing stumpage rates. The result of these three changes was partly 
offset by using lower log values than were uSed in recent Forest Service sales— 
not reexamining logging-cost allowances that are considerably above those used 
by the Forest Service, but applying a blanket 4-percent increase to these costs. 

sy the uniform treatment accorded each factor, it was inescapable that the 
cedar rate would rise but the hemlock and white-fir rates would stay almost 
constant; If Forest Service average log values and logging costs had been 
used, the result would have been a more substantial increase in cedar and a 
marked rise in hemlock, white-fir, and other prices. 

It is pertinent to note that, for example, on the Rayonier contract, if the 
new log-grade data had not been used, if the profit allowance had not been 
reduced,:and if interest had not been recalculated, the rates for hemlock and 
white fir ‘would have slid below present rates. 

It was necessary and sound to apply a uniform appraisal in both contracts 
to the items selected’ for correction. This approach, however, caused greater 
proportional increases-in the Aloha contract than for the-Rayonier-centract. 

The result has been that stumpage prices, which in 1952 were higher in the 
Rayonier contract than in the Aloha contract, are reversed in relationship. 

The variations in the several factors and their effect is set forth in the follow- 
ing analysis: 

A. The Bureau of Indian Affairs appraisals are inadequate 

In order to ascertain whether the Bureau of Indian Affairs appraisals are 
adequate, two sets of comparisons are made. Three species, cedar, hemlock, 
and white fir, which constitute over 90 percent of the two-contracts, were selected 
for comparison. A mere comparison of appraised and bid prices between two 
tracts of timber may fail to reveal whether the resultant stumpage prices are 
similar. However, it is possible to insert selected basic data used in one appraisal 
into another appraisal and derive a measure of comparability. In fact, this is 
essentially the process used by the agencies themselves. For example, the 
Forest Service will take average log values, logging costs, and profit ratios and 
apply them to each appraisal made in a certain period. Timber quality, road 
construction, and transportation costs are varied for each sale in accordance 
with the situation. 
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The results obtained by this procedure will be identical with the results that 
would be obtained between two appraisals by the same agency for different 
tracts. 

1. There follows a comparative valuation of the 3 major species on the 2 
Bureau of Indian Affairs contracts based upon applicable Forest Service data. 
Three adjacent Olympic National Forest sales sold in January and February 
1957, which include 40,600 M b. m. of a total volume of 42.600 M b. m. in cedar, 
hemlock, and white fir, were selected. There were 2 bidders for 2 of the sales 
and 4 for the other. Bid prices were within 5 cents per thousand feet of the 
appraised value; therefore, these are not Sales where runaway bidding obscures 
results. Forest Service values for cedar ranged from $24.55 to $38.90; hemlock, 
from $6.50 to $19.70; and white-fir prices were between $9.50 and $12.35. 

Average log values used by the Forest Service were applied to the Bureau 
of Indian Affairs log-grade percentages to obtain log value. Median Forest 
Service direct logging costs of $17.57 were substituted for costs of $22.65 and 
$22.90 used in the Bureau of Indian Affairs appraisal. Bureau of Indian Affairs 
transportation and road construction costs were used and Forest Service profit 
and risk allowances were applied. The Bureau of Indian Affairs “interest’’ 
figure was included simply for purposes of comparison, but not to endorse it. 

The results clearly show that the use of any one of the Forest Service factors 
such as log values, logging costs, or profit and risk allowance would increase 
the appraised value of the Indian’s timber. 


Aloha Lumber Co. contract 


Cedar Hemlock White fir 


Log grade | 
Percent log| Weighted | Percentlog| Weighted | Percentlog| Weighted 
grade value value grade value value grade value value 


a 


Sipe musi sel 2x65 10x65 $6. 50 
20x100 $20. 00 | 5x60 | 5 4. 20 
31. 50 
9.00 











$1. 30 
3. 00 
26. 50 
18. 00 
. 80 





Direct logging cost 
Transportation 
Development cost 


Production cost 
Profit and risk allowance 


Cost and profit - - 
Stumpage 
Less interest._.......... u 


48 

17. 57 
7.85 
2. 85 

28. 27 
3.18 





Comparative stumpage 
rate 
Recommended rates BIA 








Increase by using F 
OOD 5+ ips 4 oe pen 





SALES—QUINAIELT INDIAN RESERVATION 231 


Rayonier, Inc., contract 


} . Hemlock White fir 
| | 
| 


Log grade 


Percent log| Weighted Percent log} Weighted | Percentlog| Weighted 
| grade value value | grade value value grade value value 


| 


55x 60 | 33. 55 x 50 27. 0 55 x 50 


$6. 50 
25 x 100 $25. 5 x 60 3. 00 10 x 60 6. 00 

27. 50 
20x 45 | 9. 31 x 45 13. 95 11 


25 
Log value... _--- a7. i 50. 30 | stile 51, 25 


‘ | apie ssa eel 9 x 65 $5. 85 10 x 65 


Direct logging cost. _.- Sal eae 17.! 37 ee 17. 57 
Transportation... __.~.- Tose 9. 00 
Road cost....._- 2. 2. 10 | 





Log cost... __ abodes steaeve CY ee 28. 67 
Profit mise allowance __- brain dubai . 3.27 





eae dep iee ide _) 31. 94 | 


Stumpage. . -_. odie aiaeilenw ins 33. § obi (  & RA ee pete: 
Interest allowance__._____- sy Seer SP »f cab 1. 57 | 








Comparative oe | 

rate +s 32. Bis 16, 79 |___- 

Recommended rates BIA _- Lads 22. eles 9.00 |-... 
Increase by using FS | 

data. .._- £3 + +10. 40 |__- +7. 79 











2. To gage the effectiveness of the Bureau of Indian Affairs data it was, 
in turn, substituted in two of the Forest Service appraisals on the Quinault 
working circle, Olympic National Forest. The Forest Service reports on these 
sales are also cited on pages 243-247, 


SALMON SALE NO. 3, FEB. 11, 1957! 


i | a 
| Western red-| Hemlock White fir 
| cedar 





Volume, thousand. 





Log value from BIA______-.- 








Direct logging cost from BIA. 
Transportation from FS_ --- 
Road cost from FS.... 


Production costs. - 
Profit and risk allowance 


Cost and profit ? 


Stumpage -...- 

Septet © rate... .- 

Bid rate 

Decrease by using BIA data- 





Footnotes at end of table, next page. 
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WEST FORK HUMPTULIPS NO. 8, JAN. 7, 19571 




















EE SS Se eee SS yadiniael 3, 200 | 7, 400 | 5, 200 
Bae wales Grete Bi A iis cissssccns caicgeccscucssessiaseccusoe coed $66, 80 -_ oe. es 
Direct logging cost from BIA_...-.-..------ ee) 5 | 
Transportation from FS_.........-...-- ee pte § asin 13. 37 | 
Read cost from FS-.....-..-....--.---.-- ipeneneltbeaineinntecs’ 10, 18 | 
Produetion costs............-...-- ; pis. 46. 30 46, 30 
Profit and risk allowance ?__.__..._.....- Se 7.15 | 4.70 
net Wile pee. 2500220526 ee ee ei 53. 45 | 51.00 
Gtutinene........--....<...: Be ta ob I: “13.35 | 60 
Sppeeset Sk Goes ned canine = : weoeaast 24. 55 }. 9. 50 
id rate... ..--- d pees See S ee betes e wh et 24. 55 | 6. 50 | . 9.50 
Decrease by ‘using BIA data--_- Selah ubes edie eg el —11. 20 | —8.53 | ~—8. 90 


1 The road costs in these sales are prorated against about 80 percent of the estimated timber volume. 
Thus after this amount of timber is cut the stumpage rates on the first contract will go up by $6.05 per 
thotisand board-feet and the rates on the second contract will go up by $10.18 per thousand board-feet. 
Thus the average price that the Forest Service receives, will be appreciably higher than the bid stumpage 


rates. 
2 The profit and risk allowances used are those of the BIA; 12 percent for cedar and 10 percent for other 


species. 


In the above analysis Bureau of Indian Affairs revisions to account for a sup- 
posed difference in the cost of logging cedar are omitted. It was felt that this 
does not disturb the overall validity of the comparison. 





COMPARISON BASED ON THE SUBSTITUTION OF BUREAU OF INDIAN AFFAIRS DATA IN A 
FOREST SERVICE REAPPRAISAL SALE TO RAYONIER, INC, 


Another Forest Service timber sale, Matheny Creek No. 1, purchased by 
Rayonier, Inc., April 14, 1954, offers an interesting comparison since it is subject 
to reappraisal by the Forest Service. The record for all species is cited. 


Cedar Hemlock White Douglas- 5 
fir fir 


Volume __. : thousand board-feet 1. 800 28, 200 16, 000 550 350 
Appraised rate $3. 50 $1. 65 $1. 65 $8. 40 $3. 80 
Bid rate_-_-: $14. 00 $16. 00 $16. 00 $30. 00 $16. 00 
Volume cut at bid rate do 118 11, 820 | 6, 780 140 27 
Volume remaining to be cut at new rate do 1, 682 16, 380 9, 220 410 323 
Rate set at reappraisal $26. 30 $11. 75 $14: 10 $43. 20 | $18.15 






The reappraisal rates for hemlock and white fir, the two dominant species; 
are below the original bid rates, while the rate set for cedar, Douglas-fir, and 
spruce are’ well above the bid rate. Bid and reappraised rates are well above 
1954 appraised rates. ; 

In order to ascertain whether the use of Bureau of Indian Affairs log values, 
profit and risk allowance, and logging costs would have changed the reappraised 
rates, these data were inserted in the Forest Service reappraisal. Forest Service 
log-grade percentages, transportation, and road construction costs were used, 
for the three major species upon which other. comparisons were made. The 
results are as listed below : 


Hemlock 





Cedar 





Log value-..- $71. 88 | $48. 94 | $55, 26 
Direct log cost 22. 65 . 22.65 22. #5 
Transportation 16. 38 16. 38 | 16, 38 
Road construction 5. 89 5. 89 | 5. 89 
Profit-and-risk allowance 7. 69 4. 45 | 5. 03 

Total cost and profit- 52. 61 49. 37 | 49. 95 

Stumpage__.- deste ‘ 19. 27 —0. 43 | 5.31 

26. 30 11.75 14, 10 


Current Forest Fervice rate 
Decrease by using Bureau of Indian Affairs data. ; t —7. 03 —12.18 
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The resultant price for cedar would be $7.03 less than the Forest Service rate. 
The Forest Service theoretically would have had to pay Rayonier 43 cents 
per thousand to take the hemlock, which is the dominant species in the sale, while 
the white fir price would have been $8.79 less than the effective Forest Service 
rate. 

Were the Forest Service to utilize the Bureau of Indian Affairs data, the result- 
ant Forest Service appraisal stumpage prices would be well below rates cur- 
rently bid. The resuit would be to return Forest Service appraisal rates to the 
levels prevalent in 1954-55, prior to the hearings on Federal timber sales policy, 
when in this area bid prices for 1 yearly period averaged 314 percent :bove 
appraised rates. Further, the Bureau of Indian Affairs data would even pro- 
duce negative values for Forest Service stumpage. Since 1955, the Forest Servy- 
ice appraisals have shown a marked tendency to more closely reflect bid rates 
and the bidding record tends to indicate a much narrower spread between apprais- 
al and bid prices. ; 

Were the substitution of comparable Bureau of Indian Affairs basic data in 
Forest Service appraisals to produce rates generally consistent with bid prices 
under competitive conditions, its acceptability would be more easy to confirm. It 
does hot, and it cannot be judged acceptable. 


Discussion of the appraisal data 


In order to further evaluate the conclusions reached as a result of these anal- 
yses, the following is set forth: , 

1. Quality of hemlock and white fir in Indian sales-—The Forest Service sales 
selected were ones where these species predominated and quality was low accord- 
ing to the Service report. Despite this, the amount of peelable white fir was 23 
percent and 25 percent in the 2 sales, while in the 2 Bureau of Indian Affairs 
sales 10 percent is rated peelable. For the Forest Service hemlock 6 percent 
and 10 percent were rated peelable, but only 2 percent and 9 percent of the 
Indian timber was rated peelable. 

‘The Bureau of Indian Affairs does not report the nature of the adjustments 
from scaling bureau grades it made in its data, but states adjustments were 
made. 

However, the 1955 reappraisal indicated that very low grades were assigned 
hemlock and white fir because no effort was made to buck logs destined for pulp 
to secure high grade. In addition, the long log production automatically tends 
to degrade logs. Thus, despite any studies to the contrary based on long logs, the 
chances are very good the actual grade obtainable through bucking for grade and 
selling the logs according to grade would produce higher grades than is indicated 
by the scaling record for Bureau of Indian Affairs timber. 

The Forest Service relies for its grade estimates upon its cruise data. This, 
of course, is subject to variations, but the Forest Service is not in the position of 
being forced to rely upon the cutting practice of its centractors to secure its esti- 
mate of grade. Thus, a purchaser manufacturing Forest Service timber for pulp 
purposes is free to do ‘so, but the log grades used in Service appraisal are directed 
toward ascertaining the highest value product of the tree. The Bureau of Indian 
Affairs is not in this position. By accepting and being guided by the purchaser's 
log-cutting practices, the grade for the Indian’s hemlock and white fir reflect the 
use the purchaser will make of the timber, which may not be the highest valtie tse, 

2. Profit and risk allowances are higher on Bureau of Indian Affairs sales and 
this reduces prices below Forest Service prices.—The Bureau of Indian Affairs 
uses profit and risk allowances higher than those used in the Forest Service sales 
studied. Based on log value, the Bureau of Indian Affairs allawance is 12,percent 
for cedar and it was 8&3 pereent and 6% percent on the 2 Forest Service sales. 
For the hemlock, Bureau of Indian Affairs used 10 percent; Forest Service 914 
percent and 6% percent. Bureau of Indian Affairs nsed 10 percent for white fir, 
while the Forest Service used 914 percent and 61% percent. » Average Service profit 
and risk allowances in 1956 in the Olympic National Forest were about.5 percent. 

In striking contrast, the Bureau of Indian Affairs uses a higher rate for cedar 
than other species, while the Forest Service uses a lower rate for cedar than 
other species. The Bureau of Indian Affairs appraisal makes much of what it 
terms the “volatile” cedar market, yet the report contains nothing to support 
this. A check of the log values used by the Bureau of Indian Affairs for their 
ratio computation reveals no variations in cedar not found in other species. 

The Bureau of Indian Affairs reasons that, since cedar is a single-purpose wood 
used primarily in home construction, a drop in construction levéls would depress 
the price. Similarly, a drop in construction would affect hemlock and white fir, 
and it would follow that pulpwood buyers with lessened competition would offer 


93277—57——16 
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less nee these species for pulp purposes, even though pulp prices might still hold 
steady. 

The result is that the higher Bureau of Indian Affairs profit allowance further 
reduces the cedar price by about $2 and the other species by about $1.25 below 
— it would be if profit ratios comparable to those of the Forest Service were 
used. 

3. Direct Logging Costs Are Higher for Bureau of Indian Affairs Appraisal, 
Thus Reducing Price.—In the two Forest Service appraisals examined, direct 
logging costs of $17.57 and $17.71 were used by the Forest Service without ad- 
justment for species. The Bureau of Indian Affairs used $22.65 in one contract 
and $22.90 in another—an amount some $5.20 thousand board-feet higher than 
is found in Forest Service appraisals, While citing the average Forest Service 
costs of 1954 at $17.15 for use in 1955 and an average of $17.69 for use in 1956, 
the Bureau of Indian Affairs takes the costs it used in 1955 and inereases them 
similarly by 4 percent. There is nothing to establish that direct logging costs 
are that much higher for Bureau of Indian Affairs timber. 

In the 1955 and 1957 reappraisals, the Bureau of Indian Affairs set forth the 
following logging cost data: 


Aloha Lumber Co. 


Actual company Bureau of Indian 
costs Affairs, established 
1955 Proposed, 
1957 





EE SE no cnet in de nnb nea ien ge akcpomne 
Yard and load _- Cod 
Equipment repairs, ‘and depreciation. uleia 
General expense--- - -- ine 
Payroll taxes and insurance _. 

Supervision 





i ae 
Transportation -------------- EaVonntetnenabseneses .é : 7. 60 | 
Road construction . ; 2. 50 | 





32.10| 32.60 











1 Represents a flat 4 percent increase on 1955 cost estimates. 


Rayonier, Inc. 


Actual company| Bureau of 
costs ! Indian Affairs} 
established 








1 Not cited. ‘ 
2 Except for a 25-cent reduction for general expenses, costs identical to Aloha’s were. used. 
3 4-percent increase over:1955 costs. 


The Bureau of Indian Affairs made further revisions in the average rate to 
account for added transportation costs. The following logging cost adjustments 
were made: 


| Cedar | Other spécies Average 


$33. 60 
fee 


| | 
_.| $34 | $33. 00 | 
ba 34 | 33. 60 i 33. 75 
| 





Thus the cedar stumpage rate was cond or subsidized by ‘the other species. 
There is nothing in the record to substantiate the use of cost data for Aloha, 
which is $1.28 higher than their 1954 reported cost for logging, 42 cents higher 
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for transportation, and 38 cents higher for road construction. For the Rayonier 
appraisal, the Bureau of Indian Affairs simply transferred the Aloha cost, and 
a $1.15 increase for transportation and a 75 cents decrease for road construction. 

In 1955, the Bureau of Indian Affairs had and was familiar with Forest 
Service data which showed a $17.08 average logging cost compared to the 
$20.72 average logging cost reported by Aloha and the $22 level set by the 
Bureau of Indian Affairs. The Bureau of Indian Affairs then reasoned that 
these Forest Service costs “include numerous small operations that do not 
have the investment or responsibilities of large integrated operations. For 
this reason, the average cost of $17.08 for logging operations appears to be low.” * 

Read in its context, this statement implies that the Indian timber must 
subsidize some alleged higher cost of operation for large companies. If the 
cost for doing business is so much higher for large companies, the Bureau of 
Indian Affairs might well consider whether it is selling its timber to the best 
company from the Indian’s standpoint. Inasmuch as these were huge sales, 
suited only to large companies, there was no chance for small firms with lower 
costs to compete. 

It does not follow that the Bureau of Indian Affairs should also subsidize 
the higher cost at the Indian’s expense. 

The Bureau of Indian Affairs cost data was very lightly evaluated and 
checked in 1955. Nevertheless it has been used as the appraisal base with 
a blanket 4 percent upward adjustment for the 1957 appraisal. 

The transportation cost is lower for the Bureau of Indian Affairs sales. 
Forest Service costs run from $4.50 to $5 higher than for Bureau of Indian 


Affairs timber, and this may reflect the greater distance to market for national 
forest timber. 


Road construction 


In the two Forest Service appraisals, road construction was $4.84 and $10.18 
per thousand, respectively, while in the Bureau of Indian Affairs contracts it 
is $2.10 and $2.85. It is entirely possible that the allowance in the Bureau of 
Indian Agairs sales does not properly reflect the cost of road construction. In 
the Rayonier contract this allowance will provide at least $1.3 million for road 
construction, while in the Aloha contract $1.55 million will be allowed. Consider- 
ing anticipated overcuts, the allowance will probably be at least 50 percent more 
than the stated figures, or $2 million for Rayonier and $2.3 million for Aloha. 

Since the Bureau of Indian Affairs appraisals do not contain any road 
mileage estimates or costs for construction, it is not possible at this time to 
set forth the proper road allowance. However, Forest Service development sales, 
which remove up to one-third of the timber in the first ent, indicate road 
costs in the neighborhood of $5 per thousand. Since the Bureau of Indian 
Affairs sales not only plan to develop the timber, but also to liquidate it, there is 
a good possibility that the road allowance plus the amount that will accrue due 
to the overcut will be sufficient to write off the roads. 


Summary 


The. Bureau of Indian Affairs uses log values on a grade for grade basis at 
least from $2 to $3.50 lower than the Forest Service. It allows from $1.25 
to $2 more for profit, and it allows some $5 more for direct logging costs. 
The transportation cost for Bureau of Indian Affairs timber is $4 to $5 less 
than for Forest Service timber, and road construction costs estimates average 
about $2.50 less than for Forest Service timber. ‘The total unrefinement of 
log grades, the scaling of pulp timber by lumber standards, and the ability of 
the integrated plant to secure the advantages of less stringent standards all 
around when log scale based on lumber is the criterion, results in the pricing 
of the Bureau of Indian Affairs timber well below its probable value in the 
hands of an aggressive seller. 


Interim ratio adjustment is not responsive to needs 


A most significant weakness is revealed by a study of the effect. of the ratio 
operation upon 1955 and current prices. The Bureau of Indian Affairs states 
“experience indicates that with changing costs there is usually a compensat- 
ing change in value of product.” This is true on a long-run, but not on a 
short-run basis. In fact, prices in the short run are generally mainly affected 
by other factors. The sudden impact of a competing product or change in the 
level of housing starts are examples of such changes. The effect will be that 
lumber prices will drop, cost of production will remain stationary, while future 
prices offered for stumpage may stay steady if the industry believes the change 


1 Letter to Commissioner of Indian Affairs from Portland area director, August 16, 1955. 
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is temporary, or decline if it believes the change is permanent. Similarly, 
if housing starts show a sudden increase due to a changed credit policy, stump- 
age bids may respond at once. In a time of declining lumber prices, prices 
offered for timber for pulping may decline also, even though the price of paper 
or pulp may be steady because the competition for this wood by lumber con- 
cerns may diminish. . 


The purpose and derivation of the log to stumpage value ratio 


The purpose of the log to stumpage value ratio is to reflect changes in market 
conditions between reappraisals. After the stumpage price is set by the direct 
appraisal, the Bureau of Indian Affairs computes a percent known as a ratio. 
This is derived by dividing the stumpage rate by a weighted log value. There- 
after, the ratio between stumpage and log value is maintained. For example, 
in the proposed revision of the Rayonier contract, the stumpage rate for cedar 
will be 3814 percent of log value and white fir will be 18% percent, while on 
the Aloha contract cedar will be 34144 percent and white fir 2214 percent. For 
both contracts hemlock will be 1914 percent. There is a lack of consistency 
and comparability between the log values and grade percentages used in both 
the direct appraisal and the index. 

In the so-called direct appraisal, the log values were secured from prices 
quoted by the Timberman magazine and the log grades represent those found 
by scaling the Indian timber. They were applied equally to each contract 
using grade percentages applicable to each contract. For the index, the log 
values were selected, in the Aloha Lumber Co. contract, from a combination: 
of prices reported in by scaling bureaus in 2 log markets—Puget Sound and 
Grays Harbor, while for the Rayonier contract 3 log markets are used, the 
added one being the Columbia River market. 


Log grades and values for ratio and appraisal computation . 


| Aloha tayo 


Ratio derivation Appraisal Ratio derivation Appraisal 


Com- | Log +. Log Com- Log | Log 
puted | value, Sealed log) . value, puted | value, (Scaled log) value, 
|. log | 2log grade. | timber- log: |  3-log grade } tinther- 
grade | market man grade market | mar 
| 


} 
lc 0a atootes 25 20 | 96.7 21.4 89. 82 
D OTT 28 245 4-| 51 51. 58.5 51.07 
Bete ioiiesanese) ‘ 6 ‘ 15 20. 39. 25 
IN saci 58. 28 56 
Spruce: } 
- Select. > 89. 5 | 2 4 100.39 | 
{ 37 
21 | 


Value ese 
Douglas-fir? 
PL is. 2 


45.45 | 
42. 82 


86.01 
67. 80 || 
5&, 35 
46. 83 | 


1 


60. 20;| 
54.95 | 
44. 83° | 


1 Not available. 
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The log values used in. the ratio computation are below those used in the direct 
appraisal.. In addition, the log values used in the ratio computation for the 
Rayonier contract based upon three-log markets are lower than those used in 
the Aloha two-market base for cedar, but higher for the other species. 

Second, the percentage components of log grades for each species for each of 
the appraisals differ. The log-grade percentage for the ratio were derived by 
an analysis of log-grade components made prior to when the contracts were 
signed. They are fixed and incorporated in each contract by sections 7 and 9. 
thereof. The grade components in the Aloha contract are based upon the dif- 
ferent grades found by the scaling bureau in the fourth quarter of 1948 and 
inelude private and public logs. For the Rayonier contract, which was adver- 
tised at the same time as the Aloha contract but not finally sold until 1952, 
the percentage components cover 5 calendar years, 1946-50, for all species except 
cedar which is for 3 years, 1948-50, inclusive. Thus, there are two different 
indexes for the Indians’ timber that are drawn from different bases. 


Computation of the ratio 
The ratio is computed by dividing the stumpage rate by the base log value. 


Aloha | Rayonier 
Sr 


Ratio Stump- | Ratio Ratio Stump- Ratio 














base age rate | base age rate 

| | 

| Percent Percent 
Oe kid Sealine $58. 28 $20 34. 25 $56. 99 $22. 00 38. 50 
EE non b colaieiaras lies soleil Seckeaeen 46. 07 9) 19. 50 46.14 9. 00 19. 50 
MN Bath) dct eh i and ea cb adiew eS 49. 35 il | 22. 25 48.02 9. 00 18. 75 
NR i. cid itbinsinendtnliintia a mhcdenee 58. 14 16 27. 50 62. 30 16. 20 26. 00 
TR i ia ie nod hemes ae 72. 62 32 44.00 73. 34 35. 00 47.75 
Re tirateirinnthnmpemcereso nibs hoe -hial 57. 08 16 28.00 7.85 16.00 27. 75 








Not only are different values used for each contract log base, but also these 
values are appreciably lower than those used in the direct appraisal that produced 
the stumpage rate. One result of deriving a stumpage rate from one set of log 
values and using a different and lower set to establish the ratio is to raise the 
ratio for each species above the amount it would be if the same basic data used 
for the appraisal that produced the stumpage rate were used to derive the ratio. 
Further, since the ratio bases in the two contracts are different, and the stumpage 
rates are different, the ratios.for each species not omy differs, but also the ratio 
for the same species differs between contracts. 

It must be recognized that the stumpage rates are largely controlled by the 
ratio. The sum of the entire reappraisal calculation is that the Bureau of Indian 
Affairs has established that from now on stumpage rates for cedar on the Rayonier 
contract will be changed from 24 percent of quarterly log values to 3814 percent, 
while hemlock rates will be 194% percent of quarterly log values, instead of 19 
percent. Thus, the new stumpage rates will continue to come from exactly the 
same source for each contract and, as the reported log values change, stumpage 
will change as the newly established ratio indicates. 





| Aloha Rayonier 





Present ratio | Proposed and} Present ratio | Proposed and 
| final ratio final ratio 





Percent | . Percent Percent Percent 
Cedar. ..... 25 4 34. 50 24 38. 50 
Hemlock-- RA HE shod IEE 17 | 19. 50 19 19. 50 
Mihite Sri worse) -woliabsoan d eesuswl 16 22. 50 18 | 18. 75 
cece Denia enrett hands sethantes cold doy steht 27 27. 50 26 | 26. 00 
Douglas- ee en se ee ere 2 Ye 30 44. 00 33 47. 75 
Pe TOU AA 2 SA ek 24 28. 00 23 27. 75 


1 


For the Aloha contract the cedar rate would become 34% percent of $58.28, 
instead of 25 percent; while on the Rayonier contract the cedar rate will become 
831% percent of $56.99, instead of 24 percent. 
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In the second quarter of 1955 the log values used in the index on the Rayonier 
contract were higher for cedar and lower for all other species than they presently 
are. 


2d quarter, | 4th quarter, Change 
1955 1956 


Reema) i300 aeRO Togo bikes ks $60. 62 $56. 99 — $3, 63 


RE SE OE ae oe idbsin Gili = Géeedlbbnas oone 43. 25 46. 14 +2. 89 
ei cueabercanhd bases linia ws Sida 45.75 48.02 +2. 27 
NR TRE Me Oe Red aie ME AL ese one adkics ees wiwsueswa 54. 92 62. 30 +7, 38 
Wena loc. Sosy “tert mlesih teehee elites eluiphitela 69. 56 73.44 | - +3. 88 
Pine 


Set aie chivas tid Ro abt > et -snhendyrepidennes snmad 57. 23 57. 85 +. 62 


However, the Bureau of Indian Affairs proposes, by the revision of ratios, 
to set rates as listed below: 




















| Chi Sree nansine! 
2d quarter, | Ist quarter, Proposed Baa 
1955 1957 rate 
1955 rate | Cantina rate 
— - nen } de 

$14. 55 | $13. 68 | $21. 94 | +$7. 39 +$8. 26 
8. 22 8.77 | 9.00 | +.78 +. 23 
8. 24 8. 64 | 9.00 | .76 +. 36 

14, 28 16.20 | 16. 20 +1. 92 | 0 
22. 95 24. 20 | 35. 02 +12. 07 +10. 82 
13. 16 13. 31 16. 00 +2. 84 +2. 69 


The change in reported log values contrasted with the proposed change in 
stumpage rates is shown below: 











| Log value | Proposed 

change, stumpage 
1955-56 change over 

1955 rate 

— rs san “| ' 

e606 iis556—- csi s-sucn. Thi fo, Sens, asbaseedeita<avndmes sds ttikose cos otal —$3. 63 | +$7. 39 
OS SS Ee a A ee +2. 89 +. 78 
—- aipetie ib aetwete one i iatiticosetts ae - ; +2. 27 +. 76 
NS ait ek Bia acsoninaeleatniiel : wiod we +7. 38 +1.92 
eegien ds EL patihiatsinty agctd <ghh-tiin tate i cieeo Ole eepseetbtes 2 <k bof +3. 88 +12. 07 
i om LN al a a | +. 62 +2. 84 


| 


It is difficult to envision that the index computation provides a measure of 
anything which can be related to log values. For cedar the reported log value 
has dropped $3.63, yet the Bureau of Indian Affairs proposes a $7.45 increase for 
stumpage. On the other hand, all the other species have shown increases in log 
values of from $0.62 to $7.38. In the case of white pine, $0.62 increase in log 
value calls for a $2.84 increase in stumpage rates, while in hemlock a $2.89 
increase in log value calls for only a $0.78 increase in stumpage rates. Moreover, 
a $2.27 increase in white fir log values calls for a $0.76 increase in stumpage. 
Here are two species, one with a $0.62 greater increase in log value than the 
other, but there is only a $0.02 difference in the increase proposed for the stump- 
age rate. At the same time, a reportedly plummeting cedar price calls for a 
large increase. ; 

Section 10 of the Aloha and Rayonier contracts states: 

“Notwithstanding any other provision of this contract, it is mutually agreed 
that in the event the said Pacific Northwest Loggers Association Composite Sales 
Analyses * * * in the opinion of the Secretary or his duly authorized represent- 
ative do not properly reflect the true market value of the forest products, the 
Secretary * * * shall at any time * * * proceed to revise rates in accordance 
with the trend of the economic conditions in the west coast logging and lumbering 
industry * * *” 

On the one hand the Department of the Interior apparently has data which 
indicates that stumpage rates should be increased, despite an increase in costs 
since 1955; on the other hand, the log index base does not confirm the type of 
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increase the Secretary contemplates. Thus it would appear that the invocation 
of section 11 of the contract is long overdue. 

On the basis of the above analysis and a consideration of the Forest Service 
stumpage rates, it appears that the log index base does not provide a sound basis 
for pricing or interim adjustments in prices. 

The Bureau of Indian Affairs is seeking to make an interim adjustment that 
takes care of log value changes that occur independent of changes in the cost of 
production. The present ratio method fails to do this.. A fluctuation in log 
values has two effects: 

1. The price increase or decrease the various companies experience differs 
the rates they must pay without regard to the facts. In the proposed Rayonier 
revision hemlock and white fir rates are to be $9. The differing ratios mean 
that a $3 log value change for each species would change the rates to $9.56 for 
white fir and $9.59 for hemlock, despite the fact that they would start at the 
same rate. At the same time, Aloha’s white fir rate would move 67 cents, while 
Rayonier’s would move only 56 cents. 

2. Under the Bureau of Indian Affairs ratio method, despite the fact that the 
short run log price change occurs independent of changing costs, the company 
stands up to 80 percent of a drop, while in the case of a gain in prices the In- 
dians would benefit by only 20 percent of the gain. In an appraisal adjustment 
procedure that fully recognizes short-term fluctuations, giving the full benefit of 
increased log values to the stumpage seller and the benefit of decreased values 
to the purchaser, the element of risk due to market fluctuations would be reduced 
and the allowance for-profit and risk could be appropriately reduced. 

In fixed price contracts or contracts lacking in interim automatic adjustments, 
however, the element of risk due to price fluctuations is present to a greater de- 
gree. Comparing the adjacent Forest Service sales, there is a lower allowance 
for profit and risk both in short term and reappraisal contracts, despite the ab- 
sence of quarterly adjustments, while the Bureau of Indian Affairs uses a higher 
profit and risk allowance and also makes a quarterly adjustment. Thus, the 
Bureau of Indian Affairs interim quarterly pricing theories which supposedly 
reduce the element of risk do not result in an appraisal with a higher profit 
and risk allowance than on adjacent Forest Service sales where ihe price is 
rigid. 


The price relationships that existed between these two Bureau of Indian Affairs 
timber sales in 1952 no longer ewist ; 


Two comparisons are made. The first set, in two parts, shows the species rates 
at various comparable points in the two contracts. They are arranged in order 
of predominance of species. 

The second set, in 4 parts, shows the relation between prices for the 2 contracts 
for 4 different dates—1952, 1955, currently, and under the proposed revisions. 
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The foregoing table shows the rate structure and indicates the variations in the 
increases effected and currently proposed for the two contracts. It further 
shows that, while a substantial increase is proposed for cedar in both contracts, 
very modest increases are proposed for hemlock and white fir on the Rayonier 
eontract, although more substantial increases are planned in those species for 
the Aloha contract. Finally, it can be seen that the current cedar rate on the 
Rayonier contract has dropped from the $14.55 rate set in 1955 to $13.68, while 
the hemlock rate has risen from $8.22 to $8.77. Similarly, in the Aloha contract 
the same phenomenon has occurred. Nonetheless, while modest increases are 
proposed for hemlock and white fir, a substantial increase is proposed for cedar. 

‘It is also pertinent to note the changing relationship between the two contracts. 
in 1952, the relationship is a listed below : 





| - Rayonier Difference 


nm 
= 


DRS moge 
SSeRss 


Douglas-fir 
Pi : 


The 1955 revision produced the following relationship between the two con- 
tracts: 





Rayonier Difference 





ES 


Percent 
+10 
+15 

p se ds : ‘ ; —5 

Douglas-fir - - a eee Debt e var eaaee ; } +8 

Pe akincase Ss aici tedsthcatain eee hbase inte 3. 92 3. —6 
! 


Up to this time the Aloha contract timber was priced on the basis of 32-foot 
log scale and the Rayonier timber was priced on the basis of 40-foot log scale. 
Since 1956, both contracts have been on a 40-foot log scale. 

The operation of the Bureau of Indian Affairs ratios has produced the follow- 
ing current rates and relationship: 





Difference 
(percent) 








White fir. ..._.-. 
Spruce - ‘ 
Douglas-fir. _-- 
Pine____- 





The proposed change will provide the following rates and relationship: 


ia = 
| Aloha | Rayonier Difference 


| 


| 
NG Do 2s sa aber Gabsleeindan ae dateanienantien a debe $19. 
Hemlock, ..--~-- we enn tence nnne nnn en cco wns weeenmnnesennn =| 
White fir___- wan neenenenneneeee cee eee eee reeeenne ese ennen| 
Douglas-fir __-- 
re » kann alanine | 
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A review of the changing relationships indicates substantial changes. If the 
1952 relationship was unsound, did the 1955 reappraisal correct this? In 1955 
the Bureau of Indian Affairs used original log grades, similar logging costs, log 
values, and profit ‘ratios. The result was to pull the contract rates closer to- 
gether. While in 1952 Rayonier cedar rates were 25 percent above Aloha’s; in 
1955, they became 2 percent below. Hemlock dropped from a 49-percent differ-- 
ence to a 10-percent difference. 

In operation the ratio system of reflecting price changes resulted in further 
inconsistent distortions. The current Rayonier rate for cedar moved from 2 
to 6 percent less than the Aloha rate, while the hemlock rate became 12 percent 
instead of 10 percent higher. However, Rayonier’s white-fir difference dropped 
from 15 to 9 percent higher than Aloha’s. 

The 1957 proposed change will revise the relationship again. Rayonier’s cedar 
will go to 10 percent above Aloha’s, hemlock rates will become identical, 
Rayonier’s white-fir rate will drop to 18 percent below Aloha’s although originally 
it was 58 percent higher. 

However, in both appraisals the Bureau of Indian Affairs maintains that orig- - 
inal rates were “reasonably satisfactory to all the interested parties.” This im- 
plies a degree of accuracy and a relationship that subsequent evaluations have 
disrupted. 

A comparison of Forest Service prices shows that their appraisal rates have 
moved up from 1953-55 levels. At that time Forest Service appraisal rates were 
well below bid rates, while today bid ratios are very close to appraisal rates. 

The national forest timber appraisals have shown a response to bidding levels. 
The Bureau of Indian Affairs has not been selling timber on a bid basis in this 
area, and its prices in negotiation do not fully recognize the trend in stumpage 
values. 

In this new appraisal process, adopted by the Bureau of Indian Affairs, three 
prices were set forth for each species: 


Rayonier 





Cedar Spruce | Dovglas-| White | Pine Hemlock 
fir fir | 


Market trend._. _-.----| $18.49] $12.54| $15.93] $9.34 | $9. 30 $8. 01 
Trend plus quality change____.......-----} 22.71 13. 05 | 30. 03 7. 29 | 12. 65 

Direct appraisal coasad | 21.25 19.90} 39. 68 | 9.72) 17.31 
Recommended rates_--._.-..-...----.--.-]} 22. 00 16, 20 35. 00 | 9.00 | 16. 00 | 


If on the Rayonier contract, the average value for the trend plus quality change 
appraisal and the direct appraisal is taken, the following result is obtained: 


Cedar | Spruce | Douglas-| White Pine Hemlock 
fir fir 


| 
Average of 2 appraisals....................| $21.98 | . $16.48 | $34.85 $8.00 | $14.98 
Recommended rate | 22. 00 | 16. 20 | 35. 00 9.00 | 16. 00 





It is indeed surprising how close the relationship is, particularly for cedar, 
hemlock, and white fir, which constitute the major species. 
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Aloha Lumber Co. 


Cedar | Spruce | Dougias-| White 
fir fir 





| 
Market trend . oe $16. 46 _—- 
Trend plus quality Ra on hla 20.18 | 5 43 
DEI III casos aahigitie wdbiatis cee 19.71 | 8. 34 
Recommended rates 20. 00 et 6. 00 


} 

| 

6| $17.91] $11.77 

| 31. 18 11. 94 
36. 46 10. 53 
32. 00 11. 00 





Similarly, on the Aloha contract, an average of the trend plus quality change 
appraisal and the direct appraisal produces the following result : 





| | | 
| Cedar | Spruce | Douglas-| White Pine 
oo =] fir 


$33.82 | $11.24 $18. 


32. 00 11. 00 16. 


j 
Average of 2 appraisals__......_.___- ..| $19.94 | 
Recommended rates... ..-- | 20, 00 | 


| 
| 
| 


Again a remarkable agreement exists between the average so obtained on the 
recommended rates, particularly for the cedar, white fir, hemlock, and spruce, 
which constitute the major species. 

It is not possible to reconcile the recommended rates with the rates that would 
be obtained from data which has proven acceptable in sales sold under open 
competitive bid. 

The conclusion is that the recommended rates do not provide a fair measure of 
true market value. 


ATTACHMENTS 


BIDS RECEIVED ON W. FK. HUMPTULIPS NO. 8 AS COMPARED WITH ADVERTISED PRICES 


Forest SERVICE, REGION 6: REPORT .ON ADVERTISED SALES 


OLYMPIA, WASH., January 7, 1957. 


Sales—Olympie—Andetaon & Middleton Logging Co.—12-11-106 ; 31755—January 
7, 1957. 


Working circle: Quinault. 

Total acres in sale area: 2,250. 

Acreage to be cut over: 347. 

Termination date: May 31, 1959. 

Rate redetermination dates : December 30, 1957. 
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Distance to market: Truck highway, 43 miles. 

Cutting method: Clear cut. 

Method of bidding : Oral auction. 

Road construction required, miles: 1144 lane, class EE, 5 miles; 1 lane, class E, 
1.35 miles; temporary spurs, 0.6. 

















. . : 
Sale characteristics Very high High Average Below aver- Low 
age 
Road construction cost.-........- es ee » a) Oe ee. Ok ee ae AGS |e ee ee 
Direct logging cost..............- ae oa aired pales iasaeiies 
i . , . aaa cclhiiieincacba choy | ceceue buena nite wdiendin ted inane x 
TIE DOU cdwdnscoscenecuse sible hediare sisal laid sisi be enatads a. | dewicnteedcecumleieesnee 
Risk allowanee..............---- leounan a caeeiied hn cdtnninihasaeleel de” 5 Beeeewpnetionnsabunemodipisinti 
_ ——— ew a _~ | —— 
Timber quality estimated 
Log grade 
D Cc | H PSF 
ou eS | 
Percent Percent | Percent Percent 

a ae OP tethicendataded 
a OO aca il a Cas oe ae PCE) Re EY) CS oe 
) Sitine 0 hc cement quapiasitasdscetsosagsydanedan 
Oe Aaa hacer aa Gn cit a bain heat Richest tied elie aad 4 35 17 18 
TUT Gabie cnc sideseib ibetah cater einia wa aabenia a ceive cdee ascent 32 40 43 37 
evi nb bercmidvabuctiatitokateiceindhanadnas a 25 34 22 

Eo ditbnanc nae aGosn 100 100 100 | ° 100 





Other remarks having an influence on stumpage prices: Accelerated road amor- 
tization used. Stumpage rates increase by $10.18 per M for each species after 
amortization volume has been cut. 

Sales with accelerated road amortization: For sales with accelerated road 
amortization, the “per M” figures for each species should be those for the accele- 
rated amortization period. The total costs and values should be computed by 
first multiplying the “per M” cost or value by the “road amortization volume” ; 
then adding the product obtained by multiplying the remaining volume by the 
“adjusted” cost or stumpage value. The “road amortization volume” (**) should 
be shown in the “Minimum volume, first cutting period” space (line 2). 

Standard species symbols : 

D—Douglas-fir 
A—Pacific silver fir 
C—Western redcedar 
H—Western hemlock 


BIDS RECEIVED ON SALMON RIVER NO. 3 AS COMPARED WITH ADVERTISED PRICES 
Forest SERVICE, REGION 6: REPORT ON ADVERTISED SALES 


OvtyMptIa, WasH., February 11, 1957. 
' Sales—Olympic—Mayr Bros. Logging Co., Ine.—2/11/57—12-11-106; 31757. 
Working circle: Quinault. 

Total acres in sale area : 2680. 

Acreage to be cut over : 318. 

Termination date: May 31, 1960. 
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Distance to market : Truck—hiway, 61 miles. 

Road construction required, miles: 2-lane, 4.4; 114 lane, 2.8; 1-lane, 0.7; recon- 
struction, 2.3. 

Cutting method: Clear cut. 

Method of bidding: Oral auction. 


+ 
Very high} High | Average | Below. | Low 








Sale characteristics | 
| | | average 
} { 
} } | 
Road construction cost_.......-.-.-.----.-- ‘ ~~ x ee b 
Direct logging cost______- x Sell ons 
Timber quality__. 55h 23408 ae ay 2 E = x pide ah 
Deed neremter: «ots si5cusjev tees. |. vuiét walls s Piestol lst fis. .29 met 


Se Ee o> eel —neep itverine tent dresey Len pene hk | aebelr seeds | she coon edt npasens + 











Timber quality estimate (percent) 

















Log grade 
Tyrie wee ne ee Ter agate? ek 
{ (teed hd @ H | WF 
ee ee eee 
| 
Wo: Lipmed:s. bas Je 8. 1. Ii. SRA LU BRL 2 AICI IS fis Seek 
Deis BN ahi cde chess hbo eed 2 ein 3 seek ce oie segs Ba<6 Bihoch cists. Pied deb iidu dll be 
TO i i ht nf thi eli en id eae | P10 P25 
SO, SA Os oS 5 tk Cun onins anbierhaepnatanaraan 3 28 | 14 | 16 
Wal Dapriieee i131). SCs ee tar 2 DIL 32 50 52 | 4l 
FEO IN, oo. tek din stn ast > than op bee t~ «aes Et 13 | 22 24 | 18 
Total £..0..0.2.1 Sin yout fea (seen 100 | 100 | 100 | 100 
i 


Other remarks having an influence on stumpage prices: Accelerated road 
‘amortization used. Stumpage rates increase by $6.05 per M for each species after 
amortization volume has been cut. : 

Sales with accelerated road amortization: For sales with accelerated road 
amortization, the “per M” figures for each species should be those for the accel- 
erated amortization period. The total costs and values should be computed by 
first multiplying the “per M” cost or value by the “road amortization volume” ; 
then adding the product obtained by multiplying the remaining volume by the 
“adjusted” cost or stumpage value, The “road amortization volume” (**) should 
be shown in the “Minimum volume, first cutting period” space (line 2). 


Standard species symbols: 
D—Douglas-fir 
WF—White fir 
C—Western redcedar 
H—Western hemlock 


Exuisirt A.—BuREAU OF INDIAN AFFAIRS 


STUMPAGE REVALUATION Report CRANE CREEK LoGGINe UNIT QUINAULT INDIAN 
RESERVATION, WASH. 


INTRODUCTION 


The Crane Creek logging unit was advertised for sale early in 1952, and was 
sold to Rayonier, Inc.,; under a contract approved June 30, 1952. The contract 
covers an estimated 614 million board-feet of timber, which is to be logged at the 
rate of not less than 20 million feet or more than 35 million feet each year. 
The area director may authorize a change in the annual cutting restrictions. 

The contract provides for automatic adjustments of stumpage rates, which is 
accomplished quarter-annually for each ‘species by applying:a stipulated: percent 
to the changing log market prices. Although this quarterly adjustment: pro- 
cedure provides mutually satisfactory results over relatively short periods of 
moderate fluctuations in log prices, it does not provide an effective means of com- 
pensating for the more drastie changes in log prices, and log production costs. A 
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_ provision to provide for such changes was therefore included in the contract 


which reads: 

“The officer approving this contract or his duly authorized representative, * * * 
may review the stumpage rates established by the procedure set forth in sections 
6 to 9, inclusive, either on his own initiative or upon submission by the purchaser 
of evidence satisfactory to the approving officer that such a review should be 
made. If, as a result of said review, the approving officer finds that the character 
of the operation, changes in market conditions or other factors have altered the 
situation to such an extent that, in his opinion, a change in the existing ratios 
between stumpage rates and the Grays Harbor-Puget Sound-Columbia River 
weighted average log prices is warranted, he shall give 30 days’ notice to the 
purchaser and the Indians in general council or their duly authorized representa- 
tives of his intention to establish new ratios between stumpage rates and the 
Grays Harbor-Puget Sound-Columbia River weighted average log prices, during 
which time the purchaser and the Indians may consult with the approving 
officer * * *,” 

Recent examination of sales reports, log price quotations, and other indicators 
of economic changes reveals that there has been a change in market conditions 
which is not fully reflected in the present stumpage-to-log ratios of the contract. 
The trend of values has been sharply upward for some time, and the existing 
ratios no longer express the mutually agreeable relationship that was established 
when the contract was executed. 

The most accurately dacumented information pertinent to a study of market 
trends is a quarter-annual compilation of past sales for the Puget Sound, Grays 
Harbor, and Columbia River log markets. These are sales reported by members 
of the compiling agency, and are reputed to represent about 50 percent of log 
sales in the respective log markets. These records of past sales reveal past 
trends in a reasonably satisfactory manner, and they are probably the best 
available indicator of trends in log market conditions. 

Trade journals, such as the Timberman, report for each month the price 
ranges within which logs are selling. These represent the range of prices within 
which logs were sold during the preceding month and the information lags 
behind current conditions to that extent. Although these quoted log prices may 
be considered as reasonably accurate indicators of the range of prices being. 
paid for logs, they can be used as indicators of trends only on a very long-term 
basis. The quoted price range of any particular species and grade of log usually 
reveal a spread of about $5 in prices being paid, and occasionally may be $10 
or more. The objection to using this range of quoted prices as an indicator of 
trends lies in the fact that the bulk of log sales during any period may be con- 
centrated near the top of the range, and during another period near the bottom 
but the quoted range may nevertheless be the same in each case. This produces 
a condition where actual average values may vary by $5 or more without pro- 
ducing a change in the quoted price range. 

Changes in production costs are also indicative of trends in stumpage values, 
and should be considered in a study of changing market conditions. Cost data 
is difficult to obtain, and much more difficult to interpret. This is due to the 
fact that any reliable cost data is usually the experience of a particular operator 
as it applies to a particular condition, and must be modified to meet the require- 
ments of average costs or of costs applied to a particular operation. 

Experience indicates that with changing costs there is usually a compensating 
change in value of the product. Experience also indicates that the change in 
log production costs from one period to another approximates about one-half 
of the change in product value, although in some short term conditions, costs may 
absorb all of the change in product value, or there may be a change in product 
value without a change in cost. With rising markets the costs may be somewhat 
less than half the change in product value, and with falling markets the reverse 
is undoubtedly true, since costs have a tendency to follow rises in product value 
and to resist lowering with falling markets. 

The evaluation of conditions on a timber sale area which involves six different 
species of timber, all at different values, is an exceedingly complex undertaking. 
Information is not available on all of the factors which should be considered. 
For example, the basic pattern of values was established on the assumption that 
an average logging cost for all species was appropriate: Yet these species repre- 
sent a wide variation‘in ‘the size of trees, amount of defect, and other factors, 
which influence the costs of production. It has been impossible to determine just 
how much of the production costs are absorbed by one species in favor of another. 
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Consequently, there exists a relatively strong relationship between the different 
species as a production factor. 

This report approaches the study of changes in market conditions as revealed 
by the records of past sales of logs in the Puget Sound and Grays Harbor log mar- 
kets. Such an analysis provides an indicator of log price trends. The results 
are then modified to take into consideration an analysis of the quality of logs 
being harvested from the unit in order to effect appropriate adjustment in the 
original estimate of log quality. Following this is an analysis of conditions 
through a direct stumpage appraisal, which attempts to use all of the knowl- 
edge of local conditions and the changes in those conditions over the years. 

These mathematical analyses cannot possibly account for all factors which 
affect stumpage values, and the relationship between those values and log prices. 
It is therefore necessary to modify the results by the application of good judg- 
ment. Judgment itself is a human factor based upon experience. It may be 
challenged by any observer depending upon his own experience and background. 
We nevertheless believe that the conclusions we have reached are sound and that 
the recommendations appearing in this report are equitable and fair to all parties 
in interest. 


CHANGES LN MARKET CONDITIONS THROUGH ANALYSIS OF RECORDS OF PAST SALES 


‘When the Crane Creek contract was considered, the stumpage rates agreed 
upon through the selling process appeared to be reasonably satisfactory ‘to alJ 
the interested parties since a contract was executed. Any change in log values sub- 
sequent to that time, taking into consideration appropriate changes in production 
costs, added to the original stumpage rates, should approximately express cur- 
rent values, 

The contract was executed in June 1952, under conditions existing at that time. 
For this.reason the average log values as derived from records of past sales will 
be utilized. The average log values are drived by combining the volume and value 
of each species and grade for the Puget Sound and Grays Harbor reports... In this 
analysis the problems of interest on advance payments, change in log grade recoy- 
ery, or other local conditions are not considered. The stumpage,rates derived 
consist merely of adding or subtracting one-half of the change in log values to 
the bid rates: 

A consideration of change in market conditions may be examined from several 
different viewpoints. It may be stated that when a change in stumpage ratios or 
rates has been made, the contract has been brought up to date and that further 
changes can be considered only from that point. Under these circumstances 
there must be assurance that all factors up to that point were available and 
were fully considered. This condition cannot and does not always apply since 
it is usually necessary to consider some factors on the basis of estimates. Trends 
in the industry or changes in market conditions become clear only after the 
events have taken place. Since this contract was executed in 1952 which is rela- 
tively recent in-terms of its life, it appears to be proper to consider changes 
beginning with that time. . The detailed computations for the 2d quarter 1952 
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and the 4th quarter 1956, are attached as appendix A and B, respectively. 
summary of results is as follows: 
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The 


Average 
log prices, 
4th quarter, 
1952 


$58. 34 
54. 59 
fit. 86 
49. 38 
59. 19 | 
46.14 


Average 
log prices, 
2d quarter, 
1952 


One-half 


Change 
change 


Sym- 
bol 


$47. 96 
51.11 
74. 63 
44.01 | 
57. 39 
43. 82 | 


Western redcedar 
Sitka spruce 


Western white pine 
Western hemlock 


-—_— 


| Modification 
of Douglas- 
fir rate 


One-half | 
change | 


Indicated 
trend 
stumpage 
rates 


Bid rates 








$13. 30 
10. 80 | 
15. 00 
6. 65 | 
8. 40 ! 
6. 40 | 


"> 


$18. 49 |__- 
12. 54 
11.11 
9. 34 |_- 
9. 30 
8.01 


Western redcedar-__.__.........---- 

Sitka EOP. - 

Douglas-fir __ 

eT tk, ek. cu necieeh nand 
Western white pine lta Ree alta aces 
Western Hemlock--..----..-.------ Bi iieac “| 





It will be noted that the trend in log values indicates a substantial decrease 
in the Douglas-fir value. Although recent market conditions indicate there has 
been some decrease in the value of Douglas fir, it is not of the proportions indi- 
cated by past sales. One of the important reasons for this decrease is a recent 
abnormal reduction in the volume of peeler logs reported as sales. On an annual 
basis it appears to be significant for the first time during 1956, as indicated by 
the following table: 


Percentage of peeler Douglas-fir log sales, Puget Sound and Grays Harbor 
districts 





Grades 1952 1956 Average 





WIS PONS. oils oS ccded. deed Udegest 
No. 2 peelers 
No. 3 peelers 


12 
16 





| 
ie ate = 
sl. 








Much of this change appears in the log sales for the first and fourth quarters 


of 1956. 
Percentage of peeler Douglas-fir log sales 





Grades lst quarter, | 2d quarter, 
56 


956 


16.0 
9.6 
12.0 


No. 1 peelers. - 
No. 2 peelers. . 
No. 3 peelers 


3d quarter, 
1956 


Annual 
average 


4th quarter, 
1956 


9.6 
6.3 
12.2 





37.6 


28. 1 


The application of the log grade distrbution for the 3d quarter, 1956, to 4th 
quarter, 1956, average log prices results in an indicated stumpage rate of about 


$15.93. 
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MODIFICATION OF TREND RATES BY ADJUSTED LOG GRADE RECOVERY 


Experience on this timber sale unit indicates the need for some modification of 
the estimated log grade recovery. A further discussion of this problem will be 
found when the direct appraisal is considered. This estimated change in log 
grade recovery, based on fourth quarter 1956 values, will be found in appendix C 
and is summarized as follows: 


Species : Change | Species-Continued Change 
Western redcedar edi — $2. 05 
Sitka spruce Western white pine 3. 85 
Douglas-fir . Western hemlock —2. 67 


Application of this factor to the indicated trend stumpage rates influence them 
in the following manner: 





: 
Indicated Modified 
trend stump-| Grade recov-| indicated 
| age rates ery change | stumpage 
rates 





Western redcedar éahebsnpecdoccanedt ae $18. 49 $4. 22 
Sitka spruce ated denies oieel éidctaniiepe ie 12. 54 51 
- Douglas-fir. .... ...- ROR Ret a 15. 93 14. 10 
White fir. ___._- ; a ae Sireginlpnwiae . 3 —2.05 
Western white pine +t ‘ Sawa * 3. 35 
Western hemlock ----------- IRON hiaraiiacamaiia L 





STUMPAGE APPRAISAL 


An appraisal of timber values, considering the value of the product and cost 
of production, is an accepted method of estimating stumpage values to deter- 
mine the lowest acceptable rates of return to the owners, on new offerings. The 
revision of stumpage rates based on this same procedure may or may not 
express the subsequent worth of the timber. The contract under consideration 
requires that the factors to be considered in adjusting ratios are alteration in the 
character of the operation, changes in market conditions, or other factors. 
Under these circumstances the appraisal must take into consideration the ap- 
plicable stipulated changes. It is possible to approach the problem in this man- 
ner, and it is frequently necessary to do so, to serve both as a guide as well as 
a check in the use of other methods. The stumpage-appraisal which follows 
will receive consideration along with previously derived data in a determination 
of stumpage values. 

The quality of the product directly affects its value and is determined by an- 
estimation based on competent experience, by sampling of the timber stand, 
or by a combination of these methods. By utilizing current log values, it is 
possible to determine an estimate of the value of the logs to be produced. 

Exact cost data are not so readily derived. Costs vary according to the 
peculiarities of the particular tract under consideration. The efficiency of the 
operator, the distance from market, the type of terrain, and many other 
factors affect the cost picture. Average cost data, gathered from different 
sources, are accordingly used to determine the general trend in operating costs. 
Particular characteristics applicable to the timber stand under consideration 
are then considered in the light of such trend. Such items as size of timber, 
percentage of defect, quality of timber, accessibility, etc., are among the items to 
be studied. 

The difference between log values and production costs represents the amount 
that is available as stumpage returns for the owners on the one hand and 
as margin for profit and risk for the contractor on the other. 

Since February 1955, all logs produced on this unit have been scaled and 
- graded by the Grays Harbor Log Scaling and Grading Bureau. Records of log 
grades for the different species have been computed and analyzed in order to ob- 
tain a comparison with those originally estimated prior to the time the timber was 
sold. Although the results of somewhat over one year of experience represents a 
relatively large volume, it is not truely indicative of the average stand for any 
lengthy period of the future. Cutting has taken place almost entirely in the 
better quality stands during the past year and it will be necessary to log some 
of the poorer stands in the near future. Experience and judgment indicate 
that the quality of cedar recovery on this unit for the past year is high and 
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the hemlock recovery low, when compared with the original estimates of grades. 
The quality recovery as obtained from the scaling bureau records has been sup: 
plemented with’ other information and experience as well as the experience of 
other appraisers to determine reasonable recovery. percentages. These per- 
centages may be revised from time to time. as additional information dictates 
such action. : 

This appraisal utilizes log prices which were computed from the quoted 
log markets and were averaged for the 4th quarter 1956. As such, they should 
reflect in a reasonable manner current conditions which take into account the 
decline recently evident in the cedar market. The following table takes into 
consideration both, the revised log grades and the 4th quarter 1956 log prices for 
the unit. Appendix D shows how the log values were derived. 


Revised log grades and average prices 


4th quarter Average 
Species Grade Percent , } 1956 quoted price 
log price 
EY SEE cnn cccuabsctscouwencacote eens 2 $96 71) 
2 56. O77 $5 
ae i ee 20) 12. 15) 
eee Sewe. Ui ii........, ae aAb....... hina ad Select ....... 20 92, 23 
1 22 66. 91 \ 42 
2 32 48. 80 - 
3 26 14.73 
IIA iB ae aoe ppl eas ce ce ee ca Pl 25 | 114. 55 
P2 10 105. 43 
P3 17 R840 és 
Ol wwAGc4 | 70. 60 Se. 15 
| $2 35 0. 72 
) S3. 12 50, 10}) , 
TEND crete ah eee is nen tdi hedie oe | 10 | 60 731 
bo | 10 | 55. BE in 
SissLiotiu 55 | 47 si Tit 
Bb TA 8 a cde oobeees 25 | 45. 07} | 
NE OUND nL  cethmwnes Oa ieee 15 (1 
Eustis ‘| 10 (t) te te 
J Dla i 45 | (') || : 
1: Ssir-eesmeers 30 | () 
ile teen cetetanckane<pmeen $e Ee 9] ee 
Bae 5 | 55. 48 48 53 
P Md levis cal 55 47 fal| ¢ 
Bil aol ost venee | 31 44. 72); 





1 Not available. 
2 Detailed price data on white pine not available for quoted log prices. The 4th quarter 1956 record 
of past sales was.used to obtain, the average price. 


In a previous adjustment of stumpage rates on this unit a profit and risk 
allowance of 15 percent was used for cedar and 12 percent for the other species. 
Some change in these factors appears to be warranted. 

The cedar market is very volatile and therefore involves a. greater hazard 
than is the average in the lumber market, The outlet for cedar lumber and 
shingles is limited and is largely dependent on the building industry for its 
utilization. Any reduction in the home construction program becomes swiftly 
evident in the cedar market. 

An allowance has been made in this appraisal on the estimated additional 
eost of logging cedar. The allowance for interest on advance payment has also 
been retained. Because of the greater hazards in handling cedar, the profit and 
risk allowance should appropriately be,;somewhat higher than for other species. 
A consideration of all these factors indicates that a 12 percent allowance for 
profit and risk is consistent with the hazards set forth. 

For the other species a somewhat different problem is evident. Hemlock and 
white fir from this unit are used primarily for the manufacture of, pulp. These 
species. are also suitable for the manufacture of lumber. Although Douglas fir 
and, spruce are utilized, in varying degrees for pulp, their most important uses 
are for sawtimber and veneer... Since there are various uses for products ob- 


tained from these species, the risk factor is not as great as for cedar. A profit 


and risk allowance of 10 percent appears to be, adequate for, these species, ; 
Logging costs..as, reported by operators on the Olympic National Forest. in- 
ereased only slightly, during 1955. On the basis of 1954 costs the Forest Service 
established an. average direct logging cost of $17.15.to-be used for appraisal. pyr- 
poses during 1955. On the basis of costs reported for 1955, it established this 
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cost as $17.69 for 1956 appraisals, an increase of 54 cents, or approximately 3 
recent. 
PG major operator on the Quinault Indian Reservation showed direct logging 
costs of $19.84 for 1954 and $20.78 for 1955, an increase of 94 cents or 4.7 percent, 
Average logging costs for the Crane Creek unit used in the report of September 
23, 1955, were as follows: ! 
Per thousand 
board-feet 
Direct logging costs 
Transportation 
Developmental fu Gl heute eh a eager pp adeno 


) 7K 


Totel logging Cestee 5 i in tk Bitiiiisus—ieebeeaben 32. 75 


On the basis of the information shown, an increase of 4 percent in direct logging 
and development costs for the operation would appear to be justified. There has 
been no change in transportation rates. Estimated logging costs are accordingly 
established as follows: 

Per thousand 
board-feet 
Direct ' luseinge’ coptg. | oa ae ee Boel ei i Se auiesias $22. 65 
Lransportation 5 
Development 


Total logging cost 


The.total cost of placing cedar logs on the sawmill deck is higher than for other 
species. This is due largely to the much higher defect in this species when com- 
pared to other species. The defect in cedar logs which are brought to the mill 
is generally somewhat more than twice that of other species. Various factors 
tend to offset the difference in cost for different species where concerned with 
falling, skidding, and loading. As an example, cedar logs are generally larger 
than those of other species, resulting in more volume with less handling. Based 
on experience concerning this timber, the difference in cost becomes significant in 
transporting the logs. Since log transportation is computed on gross volume, 
the greater the amount of defect in logs the higher becomes the cost of trans- 
porting the sound material. To calculate this difference, it was necessary to 
determine the average size of logs for the species being considered since the 
number of logs hauled per load also affect the cost of hauling. From reports of 
timber cut to date, it has been determined that the net volume of the average 
cedar log is 810 board-feet while the net volume of the average log of other species 
is 240 board-feet. 

Based on average log sizes and on average loads hauled at standard trans- 
portation rate schedules, it has been determined that this increased cost is ap- 
proximately 35 cents per thousand board-feet. Of a total volume of 118,441 
M board-feet of timber logged from the unit to date, 73,845 M feet, or 62 percent, 
was cedar and 45,096 M feet, or 38 percent, was other species. Application of 
these percentages to the transportation costs for all species makes proper allow- 
ance for this higher cost for cedar and gives the amount of this cost item as it 
applies to cedar and to the other species. 

: Per thousand 
board-feet 
Total logging cost (all species)__._____________ Seniesa nee dcsasa cao te ba gue $33. 75 

62 percent of 35 cents (added transportation) 


Total cost for logging cedar 
38 percent of 35 cents (decreased transportation) 


Total cost for other species 


Since these calculations of logging costs are estimates only, rather than exact 
figures, they will be rounded off to $34.00 for cedar and $33.60 for other species 
in the analyses which follow: 

The contract requires advance payments 30 days, 3 years, and 6 years after 
approval in amounts of 25, 15, and 10 percent, respectively. The first and sec- 
end payments have been made, with the third payment due in 1958. This pay- 
ment will be approximately two-thirds of that made in 1955. Further cutting 
on the allotments will reduce the advance payment slightly below the two-thirds 
recently paid. 
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The payment made for the second period was about $878,780. Without a 
reduction in the number of allotments on which future advance payments are due 
the second payment would have been three-fifths of the first or about $949,880. 
The actual payment was about 92 percent of the indicated amount because of 
liquidations. It is therefore assumed the third payment will be about 92 percent 
of two-thirds of the second payment or about $538,985. 

Officials of the company furnished the information that the interest rate on 
money borrowed to make the advance payments is about 4 percent. Although - 
this rate appears to be somewhat below the usual commercial rate on money used 
for such purposes, it does not appear that the purchaser is entitled to a profit 
on this money and therefore the 4-percent rate will be used in the computation. 

The interest on advance payments is an unusual expense in addition to all of 
the normal costs of conducting an operation. Since it is a part of the cost, it 
should be considered along with other costs. The normal procedure would be to 
include the interest charge with profit and risk. In that form it would lose its 
identity, which is undesirable, since it will probably require continuing study and 
adjustment. 

It appears desirable to allow interest on the investment in advance payments 
beginning with the year in which it was considered rather than apportioning it 
to the beginning of the contract period as was done in the previous report. 

The contract provides for an annual minimum cut of 20 MM feet and a maxi- 
mum cut of 35 MM feet. Past experience on the unit indicates that about 33 
MM feet per year represents a reasonable average and will be used in this com- 
putation. 

The average rate of interest per thousand board-feet has been determined to be 
$1.57. This computation appears in appendix E. 

The stumpage values have been derived through the use of an appraisal for- 
mula. The formula has been modified so that profit and risk is not computed 
on the interest. Its form is as follows: 


V—l.op C—I 
































L.op 






V—Value of product 
C—Cost of production 
.op—Percent for profit and risk 
I—Interest 
On this basis the following stumpage values are derived. See appendix D 
for derivation of average log values as used below: 
















Western Sitka Douglas- bh White fir Western Ebe Western 
redcedar spruce fir white pine me hemlock 
Profit and risk factor_....___- 1.12 1. 10 ae -10 | 1. 10 | Li 1,10 
4th quarter 1956 log Dube | , 
values. _. $63. 45 $60. 42 $82.18 |, $49.22 $57. 57 $48. 23 
; Fre lialasnerthcieetiaton oY. mapa taientecoak ieee ‘ oe 
Less logging cost. pital 34.00 32. 60 33. 60 Pi 33. 60 | 33. 60 3. 60 
Less interest. : | 1.57 | 1, 57 | 1, 57 1. 57 1. 57 1. 57 
Less profit and risk. _..._._..- 6. 68 5.35 | 7. 33 4. 33 5.09 4.24 
Stumpage...._...__- ‘ 21. 25 9. ¢ 39. 6 9. 72 7.6 8. 82 












PRESENT MARKET CONDITIONS 





Home construction, in which lumber plays an important part, has fallen off 
somewhat from the previous boom high. Any decline in home building generally 
has an effect on the lumber market. A moderate decline has become evident 
within the past few months. 

This stumpage adjustment study has been conducted on the basis of perform- 
ance in the market. The analysis of trends is based on this past performance 
and attempts to interpret them to current conditions as closely as the data per- 
mits. In contrast, the stumpage appraisal does not positively consider these same 
exact conditions since it is necessary to estimate certain features of performance 
such as éxpected costs over a reasonable period in the future. In either case, a 
consideration of expected market performance cannot be entirely ignored. 

Since the stumpage adjustment studies are made-on past performance, there 
inevitably develops a certain amount of lag in expressing current conditions. Be- 
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«ause of this lag, the decline in current market conditions should receive only 
moderate consideration unless all evidence points to a serious decline. Such 
consideration has the effect of compensating to some degree the: lag develops on 
rising markets. 

Presently available quoted log prices reflect some of the market decline, 
particularly in cedar. Information on log prices is at least 1 month behind 
current conditions as used in this report to determine log prices. 

Log markets during .the winter months are relatively inactive as compared 
. with the early spring. This may be attributed to a number of factors. Logging 
conditions were excellent throughout the summer, making it possible for most 
mills to build up their winter log supply. The decline in the building industry 
has contributed to more careful buying of logs. The plywood industry has _ 
suffered setbacks which are reflected in lower prices for high-quality logs. 
’ Since most of the quoted log prices cover a range within which logs are bought 
and sold, circumstances must dictate any estimate as to which portion of the 
range is presently applicable. Only the quoted prices for cedar indicate some 
general lowering of the range of values which illustrates the somewhat errati¢ 
conditions in connection with this species. 


SUMMARY OF DATA AND RECOMMENDED INDICATED STUMPAGE RATE 


Three separate indicated stumpage rates were derived above. They were ob- 
tained by a study of trend, by modification of trend through adjusted log grade 
recovery, and by direct appraisal. Many factors which cannot be clearly pre- 
sented enter into each of these computations and the results must be considered 
only as indicators. Trend factors may be obscured by sales results such as was 
shown for Douglas-fir. The revision of the estimated log grade recovery is not 
a trend factor, and the modification of the trend by introducing this factor does 
not entirely eliminate the effect of unusual sales. Similarly, the stumpage ap- 
praisal has certain definite defects which have previously been explained. It is 
therefore necessary to exercise good judgment in arriving at stumpage values 
as indicated by.all these factors. With the help of these indicators, the final de- 
termination of appropriate stumpage rates requires = exercise of good judg- 
ment. The results of this process are: 


| Western Western 
| white pine | hemlock 
S. 
| 
| 


Western Sitka Douglas-fir | White fir 
redcedar spruce 


Market trend $18. 49 | $12. 54 $15. 93 | $9. 30 $8. OL 
Trend plus quality change 22.71 | 13.05 | 30.03 | bed 12. 65 5. 34 
Appraisal 21. 25 | 19. 90 39. 68 . 17.31 | 8. 82 
Recommended rates _- 22.00 | 16. 20 | 35. 00 . 16. 00 9. 00 
ist quarter 1957 rates_- 13. 68 16. 20 | 24. 20 | 8. 64 | 3.31 | 8.77 


RECOMMENDED STUMPAGE TO LOG PRICE RATIOS 


This contract requires that the ratios be related to the combined Puget Sound- 
Grays Harbor-Columbia River log market prices derived in a specific manner. 
These relationships are calculated on the basis of the fourth quarter 1956 average 
log prices and the recommended stumpage rates. . 


| | | 
; | 4th quarter | Recom- ; | Recom- 
Species | 1956 average mended Derived | mended 
| log prices | stumpage ratios ratios 
| rates | | 


TY GON NOONE ASS. Koc 0 ne denen no nc bene $56. Of $22. 00 | 38. 60 | 
eee oeeeenes foo. A... debe scans hae 2. 16. 20 | 26. 00 | 
Douglas-fir. ___........ . ssauhaeee 73. 34 | 35. 00 | 47.72 | 
White fir 5 ears 8. 02 9.00 | 18. 74 | 
Western white pine__- ot Ap A ne Re fmm | 57.85 16. 00 | 27. 65 | 
Western hemlock ‘ j. 14 | 00 | 19.51 | 


Since the recommended ratios were derived from the fourth quarter 1956 log 
prices, the resultant stumpage rates will correspond almost exactly with the 
recommended stumpage rates and according to procedure would be those under 
consideration for use if they were effective on January 1, 1957. These stumpage 
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rates will now be compared with those actually in effect for the first quarter 
1957 to show the charge. 


| 
Recommended 4th ‘ 
quarter 1956— Indicated Current 
Species stumpage | stumpage Change 
rates rates - 


Ratios Average log | 
prices 


Waste ect | i | 
Western redcedar _- 38. 50 | $56. 99 | $21. 94 | 3. $8.26 . 
Sitka spruce... bbaudhh . 26. 00 62. 30 |. 16, 20 | 

| 


47.75 | 73. 34 35.02 | 24. 10, 82 


g ‘ 

White fir 18.75 | 48. 02 9.00 | 5. 64 | . 36 
Western white pine.___._..--- 27. 75 | OT. | 16, 05 3.: 2.74 
Western hemlock 19. 50 46,14 | 9. 00 | 3. . 23 


' 





It is recommended that the ratios set forth above be made effective on 
April 1, 1957. 
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APPENDIX A, cay Sound-Grays Harbor, 2d quarter 1952 log market averuge 





Species Volume Value Average value 


Western redcedar-. mee 5,016,170 | $391, 540. 71 $78. 06 
OS op 465, 980. 80 41. 50 
e 137, 238. 71 | 30. 54 
20, 742, 190 | | 994, 760, 20 | 


1, 67 73, 340. | 142, 155. 62 
1, 927, 020 115, 384. 13 
4 702, 010 199, 536. 62 
2, 901, 6 _ ub, 539. 94 


11, 204, 010 572, 616. 31 


Douglas-fir ava ah 5, 769, 400° 608, 111. 95 
| P: 3,660,190 | 347,821.95 

4, 866, 350 390, 640. 54 
369, 580 23, 713. 35 

9, 069, 770 490, 432. 92 

2, 932, 500 129, 557. 94 


Total | 26, 667, 790 ] 1, 900, 278. 65 | 


White fir 759, 470 
95, 390 , 892, 

2, 554, 510 106, 439. 09 
773,820 | 29, 879. 93 


4, 183, 190 184, 100.7 
50,9501 4, 180. = 
14, 140 961. 90 
163, 450 8, 758. 13 
80, 200 3, 816. 37 


308, 730 17, a7 20 














116, 488 30 

34, 602. 47 
480, 158. 50 
4. 068, 100 156, 582. 17 


18, 400,480 | 787, 831. 44 














TIMBER SALES—QUINAIELT INDIAN RESERVATION 


257 


APPENDIX B.—Puget Sound-Grays Harbor, 4th quarter 1956 log-market average 


prices 


























Volume Value Average 
8, 708,430 | $784, 456. 10 $90. 08 
18,901,940 | 981, 850. 45 51.94 
7,878,040 | 304, 197. 85 38.61 
35, 488, 410 | 2, 070, 504. 40 58.34 
723,780 | 64, 918. 40 89. 69 
984,210 | 63,616.75 64. 64 
2,200,650 | 101, 833. 50 46.27 
1,374,170 | 58,008.00 42. 21 
5,282,810 | 288, 376. 65 54. 59 
2, 925,260 | 327, 780. 80 112. 05 
1,902,930 | 195; 497. 25 102. 73 
3, 689,850 | 318,614.55 86. 35 
150,200 | 10, 058. 35 66.97 
15,241,440 | 869, 864. 25 57.07 
6,394,480 | 304, 462.95 47,61 
30, 304, 160 | 2, 026, 278. 15 66. 86 
"4,886,350 | 285, 996.25 58. 53 
2 346,660 | 126, 648. 80 53.97 
8,938,790 | 406, 981. 90 45.53 
3,059,750 | 129, 946.95 42. 47 
19, 231,550 | 949, 573.90 49. 38 
440,280 | 12, 072.05 "86.06 
204,930 | 13,959.90 68.12 
520,880 | 27,917.55 53. 60 
200, 000 9 153. 60 45.77 
1,066,090 | 63, 103. 10 59. 19 
3,868,150 | 225, 023.65. 8.17 
2° 836,520} 151, 279.65 53.33 
17,457,470 | 772,974.80 44. 28 
8) 435,410 | 354, 610. 05 42. 04 
32, 597, 550 | 1, 503, 888. 15 46.14 








Se a Le 
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APPENDIX C.=—Change 
original and revised 
Harbor 


Species 


Western redcedar 


Total. ..- 


Sitka spruce.__. 


Tee. ice 


Douglas-fir __...-. et ee 


Total 
White fir__..__- 





in Crane Creek. product value based on difference between 
estimated log grades, 4th quarter 1956, Puget Sound-Grays 


| Grade 


| | | | 

| Percent | 4th quarter} Value on | . Percent | Value on 
estimated| 1956 aver- | original estimated revised 

| original | agelog | estimate revised | estimate 


| log grades} price log grades 


$90. 08 | $13. 51 
51. 94 | 32: 20 
38. 61 | 8. 88 


54. 59 


89. 69 16.14 
64. 64 | 15.51 | 
46, 27 | 14.81 
42. 21 10. 97 


57. 43 | 
112.05 5. 60 | 
102, 73 8. 22 
86. 35 12.09 | 
66, 97 1. 34 | 
57.07 | 25. 11 | 
47. 6) | 12.85 


i alti hi 


11. 20 | 
19. 04 | 
8, 41 | 





rs 
on 


2. 
24.; 
13. 


Change 
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APPENDIX a Guares log prices, jth quarter 1956, Puget Sound-Grays Harbor, 
based on 1956 production 


Puget Sound | Grays Harbor | Combined 


Species | Grade | | hs 
| Weight} Average | Weight} Average cape Total Average 


3) 


value value value 


$94. 67° 
58. 00 
42. 67 
92. 00 
65. 00 
46. 67 
43.00 | 
116. 33 
106. 67 | 
91.00 | 


| 
| 


$100. 00 


SE 
8B 
i 
BESS | 


ome e 


bh 
- , SRPPONPOMS 


et Dt et OS Ot Or GO 
— ww 


BE SESE! 


ros pews Sh 
KRESESESSERES 


Fuse 


PS. seme: 
ne 


NOwmy 


50. 00 
61.00 
55. 67 

48. 33 | 
Sst. 45. 33 | 

Western white pine oa | e 
( 

Q) | 

| (4) | 

Western hemlock 3. 61. 00 

| 

i 

ia 


1 
a 
24 


White fir 


BSRe 





af OO 
SOON PRK IO; COOK COHN 
SCHMOCMUANAAIOADQritww 


eS anns. 


~~ BSRSESIRSR: 
S4Sasue 





nee 
& 





55. 67 
48. 33 
45. 33 





S1 5t ox go 








1 Data not available. 


APPENDIX E.—Computation of interest on advance payments beginning with the 
year 1955 for the Crane Creek unit 





Balance | Balance on | 
| beginning of | Annual pay-| Annual liq- which to | Interest 4 
year ment uidation ! compute percent 
| interest 





$1,448, 701.07 | $865,176.44 | $158, 786. 56 $86, 203. 64 
2, 155, 090. 95 7, 262, 22 135, 000. 00 81, 094. 13- 
2, 027, 353. 00 | 1, 500. 00 180, 000. 00 73, 954. 12 
1, 848, 853. 00 530, 730. 00 180, 000. 00 87, 983. 32 
2, 199, 583. 00 4, 830. 00 210, 000. 00 79, 776, 52 
1, 994, 413. 00 1, 070. 00 210, 000. 00 71, 419. 32 

-| 1, 785, 483.00 |.......-.-- 210, 000. 00 63, 019. 32 

..| 1,575, 483. 00 | ----| 210,000.00. 54, 619. 32 

..| 1, 365, 483. 00 Lagan 210, 000. 00 46, 219. 32 

| AphGh O08. OD. hW 5 -s ses 210, 000. 00 5, 483. 37, 819. 32 

945, 483. 00 ' 158, 000. 00 3. 31, 499. 32 

Fed, SE OF fn ecewedh due 158, 000. 00 iy 3. 25, 179. 32 

629, 483. 00 158, 000. 00 ; 18, 859. 32 

CE Se Ads. iano cenk~ = 158, 000. 00 313, 483. 12, 539. 32 

313, 483.00 |..........-.-- 158, 000. 00 é . 6, 219. 32 

155, 483. 00 Ph Sn etd 155, 483.00 |..........----]-- 


Se ei ne rape oe ae 


is 
_ 
uw 
Somion 


£8 
s 
g 


Orme OS ho 
= 
= 


BE 
EBEREREE 


b : Onn~ 
{—~— .-—___-— ce rn cantina erties 
83 


St 




















| 


776404+-15 years = 51,760.21 
51,760+33 MM=$1 157 


1 Estimated annual liquid, dies for 1955: 
Liquid rate if- Liki dn Mackie nudih albike sua wbidde tbibe ntl Aitinekdeth ad 33 MM 


496 MM at 33 MM=15 years 
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Hxursit B.—Bureav of INDIAN AFFAIRS 


STUMPAGE REVALUATION Report, TAHOLAH LOGGING UNIT, QUINAULT 
INDIAN RESERVATION, WASH. 


INTRODUCTION 


The Taholah logging unit was advertised for sale in 1949 and no bids were 
received. Under special authority a sale was negotiated with the Aloha Lumber 
Co. The contract was approved on May 12, 1950. It provides for the logging of 
approximately 545,000 M board feet of timber at the rate of not less than 20,000 
M feet annually or more than 100,000 M feet in 3 years without consent of the 
Commissioner. 

The contract provides for automatic adjustments of stumpage rates, which is 
accomplished quarter annually for each species by applying a stipulated percent 
to the changing log market prices. Although this quarterly adjustment pro- 
cedure provides mutually satisfactory results over relatively short periods of 
moderate fluctuations in log prices, it does not provide an effective means for 
-compensating for the more drastic changes in log prices and log production costs. 
A stipulation to provide for such changes was therefore included in the contract 
which reads: 

“THE SECRETARY OF THE INTERIOR OR HIS DULY AUTHORIZED REPRESENTATIVE May, 
upon his own initiative, or upon submission by the Purchaser of evidence satis- 
factory to the Secretary or such representative, review the stumpage rates estab- 
lished by the procedure set forth in Sections 6 to 9, inclusive. If, as a result of 
such review, the Secretary or such representative finds that the character of the 
operation, changes in marketing conditions, or technological developments, have 
altered the situation to such an extent that a change in the existing ratios be- 
tween stumpage rates and the Grays Harbor-Puget Sound log prices appears 
warranted, he shall give thirty days notice to the Purchaser of his intention to 
establish new percentage ratios between stumpage rates and the Grays Harbor- 
Puget Sound log prices during which time the Purchaser may consult with the 
Secretary or such representative: Provided, That the requirements of notice in 
this Section shall be satisfied when the new ratios established under its authority 
are made effective upon the first day of the quarterly period which is not less than 
thirty days following notice by the Secretary or such representative to the 
Purchaser that he intends to proceed under the authority of this Section to change 
such ratios. The ratio, however, for any species of sawtimber shall not be 
changed oftener than once in any calendar year.” f 

Recent examination of sales reports, log price quotations, and other indicators 
of economic changes reveals that there has been a change in market conditions 
which is not fully reflected in the present stumpage-to-log ratios of the contract. 
The trend of values has been sharply upward for some time, and the existing 
ratios no longer express the mutually agreeable relationship that was established 
when the contract was executed. 

The most accurately documented jnformation pertinent to a study of market 
trends is a quarter-annual compilation of past sales for the Puget. Sound, Grays 
Harbor, and Columbia River log markets. These are sales reported by members 
of the compiling agency, and are reputed to represent about 50 percent of log 
sales in the respective log markets. These records of past sales reveal past trends 
in a reasonably satisfactory manner, and they are probably the best available 
indicator of trends in log market conditions. 

Trade journals, such as the Timberman, report for each month the price ranges 
within which logs are selling. These represent the range of prices within which 
logs were sold during the preceding month and the information lags behind 
current conditions to that extent. Although these quoted log prices may be con- 
sidered as reasonably accurate indicators of the range of prices being paid for 
logs, they can be used as indicators of trends only on a very long term basis. 
The quoted price range of any particular species and grade of log usually re- 
veals a spread of about $5 in prices being paid, and occasionally may be $10 or 
more. The objection to using this range of quoted prices as an indicator of trends 
lies in the fact that the bulk of log sales during any period may be concentrated 
near the top of the range, and during another period near the bottom but the 
quoted range may nevertheless be the same in each case. This produces a con- 
dition where actual average values may vary by $5 or more without producing a 
change in the quoted price range. 
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Changes in production costs are also indicative of trends in stumpage values, 
and should be considered in a study of changing market conditions. Cost data 
are difficult to obtain, and much more difficult to interpret. This is due to the 
fact that any reliable cost data are usually the experience of a particular operator 
as it applies to a particular condition, and must be modified to meet the require- 
ments of average costs or of costs applied to a particular operation. 

Experience indicates that with changing costs there is usually a compensating 
change in value of the product. Experience also indicates that the change in 
log production costs from one period to another approximates about one-half of 

_ the change in product value, although in some short-term conditions, costs may ab- 
sorb all of the change in product value, or there may be a change in product value 
without a change in cost. With rising markets the costs may be somewhat less 
than half the change in product value, and with falling markets the reverse is un- 
‘loubtedly true, since costs have a tendency to follow rises in product value and 
to resist lowering with falling markets. 

The evaluation of conditions on a timber sale area which involves six different 
species of timber, all at different values, is an exceedingly complex undertaking. 
Information is not available on all of the factors which should be considered. 
For example, the basic pattern of values was established on the assumption that 
an average logging cost for all species was appropriate. Yet these species repre- 
sent a wide variation in the size of trees, amount of defect, and other factors, 
which influence the costs of production. It has been impossible to determine just 
how much of the production costs are absorbed by one species in favor of another. 
Consequently, there exists a relatively strong relationship between the different 
species as a production factor. 

This report approaches the study of changes in market conditions as revealed 
by the records of past sales of logs in the Puget Sound and Grays Harbor log 
markets. Such an analysis provides an indicator of log price trends. The results 
are then modified to take into consideration an analysis of the quality of logs being 
harvested from the unit in order to effect appropriate adjustment in the original 
estimate of log quality. Following this is an analysis of conditions.through a 
direct stumpage appraisal, which attempts to use all of the knowledge of local 
conditions and the changes in those conditions over the years. 

These mathematical analyses cannot possibly account for all factors which 
affect stumpage values, and the relationship between those values and log prices. 
It is therefore necessary to modify the results by the application of good judg- 
ment. Judgment itself is a human factor based upon experience. It may be chal- 
lenged by any observer depending upon his own experience and background. We 
nevertheless believe that the conclusions we have reached are sound and that the 
recommendations appearing in this report are equitable and fair to all parties in 
interest. 


CHANGES IN MARKET CONDITIONS THROUGH ANALYSIS OF RECORDS OF PAST SALES 


When the Taholah contract was considered the stumpage rates agreed upon 
through the selling process appeared to be reasonably satisfactory to all of the 
interested parties since a contract was executed. Any change in log values sub- 
sequent to that time, taking into consideration appropriate changes in produc- 
tion costs, added to the original stumpage rates, should approximately express 
current values. The contract was executed in April 1950 under conditions exist- 
ing at that time. For this reason the average log values as derived from records 
of past sales will be utilized. The average log values are derived by combining 
the volume and value of each species and grade for the Puget Sound and Grays 
Harbor reports. In this analysis the problems of interest on advance payments, 
change in log grade recovery, or other local conditions are not considered. The 
stumpage rates derived consist merely of adding or subtracting one-half of the 
change in log values to the bid rates. 

A consideration of change in market conditions may be examined from severa) 
different viewpoints. It may be stated that when a change in stumpage ratios 
or rates has been made the contract has been brought up-to-date and that further 
changes can be considered only from that point. Under these circumstances there 
must be assurance that all factors up to that point were available and were 
fully considered. This condition cannot and does not always apply since it is 
usually necessary to consider some factors on the basis of estimates. Trends in 
the industry or changes in market conditions become clear only after the events 
have taken place. Since this contract was executed in 1950 which is relatively 
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recent in terms of its life it appears to be entirely proper to consider changes 
‘beginning with that time. The detailed computations for the 1st quarter 1950 
and the 4th quarter 1956 are attached as appendix A and B, respectively. The 
‘summary of results is as follows: 


Average log 
prices, Ist 


Average log 
prices, 4th 


quarter, 1950 quarter, 1956 


$44. 93 
42. 98 
52.75 
3o. 44 
41. 98 | 
31.93 


Western redcedar-. 

Sitka spruce 

Douglas-fir 

White fir 

Western white pine.....-...-.__.- 
Western. hemlock 


$58. 34 
54. 59 5 
66, 87 vi 
49. 37 5. 7 
59. 20 | : 3. 
46.14 7 


3. 41 $6. 


. 61 


ioe 
| 


Change }* 16 change 
| 
| 


» 12 9 


| Indicated 
} trend stump- 
| age rates 


14 change 


Western redcedar-___ STAAL OREM $9.75 | $6.71 | 
Sitka spruce----..-. Siva a toree e. 8. | 5.81 | 
RO SIOD ET oo: Bot 6 oy yey oe = oe asain ine i 10. 85 OF | 
White fir Peis on ; Sina 3.8 L 
Western white pine See they? 1 es Miadtida nes 6.75 3. 6 1 | 
Wiéstern homiookioi di) sisson neh lad esas ed eh 3. ¢ i 
' 


MODIFICATION OF TREND RATES BY ADJUSTED LOG GRADE RECOVERY 


Experience on this sale unit indicates the need for some modification of the 
estimated log grade recovery. A further discussion of this problem will be 
found when the direct appraisal is considered., This estimated change in log 
grade recovery, based on fourth quarter 1956 values, will be found in appendix 
C and is summarized as follows : 

Species : 
Western. redcedar 
Sitka spruce 
Douglas-fir 
White fir 
CI UU Ad nina ates ihn reac abeeees amend mies eerie erm ore sea 
Western hemlock 


Application of this factor to the indicated trend stumpage rates influences 
them in the following manner: 


Change 
$1. 66 

—2. 95 
11. 03 

—1.30 
1,16 


Indicated 
trend 
stumpage 
rates 


Adjusted 
log grade 
indicated 
stum page 
rates 


Species Grade 
recovery 
change 





$1. 66 | 
—2.95 | 11. 61 
11.03 28.94 


Western redcedar : $16. 46 
Sitka spruce . 14. 56 
Douglas-fir. . tii. .| 17;91 | 
White fir a ; 11.77 —1, 30 | 10, 47 
Western white pine. 15. 36 | 1.16 | 16. 52 
Western hemlock 11.01 | 3.17 7. 84 


$18, 12 


MODIFICATION OF TREND RATES THROUGH CHANGE IN SCALING PRACTICE 


A’ modification of this contract was approved on March 31, 1956, which pro- 
vided in part for the scaling of logs by a recognized scaling bureau, This change 
was put into effect:on July 1, 1956, and since that time sealing and grading has 
been conducted by the Grays Harbor Log Scaling. and Grading Bureau, Since 
this involved ‘a change from a leg of maximum scaling length of 32 feet to one 
of 40 feet it was necessary to make an adjustment of the stumpage rates to 
compensate for the difference. A study on the difference in scaling practice 


a ee ee 


SS 
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indicated that the 40-foot logs contain approximately 12.5 percent more volume 
than, those scaled on a 32-foot basis. The stumpage rates and the consequent 
ratios were adjusted upward to compensate for this difference. 

In a study of trends or market conditions it is nécessary to recognize this 
difference. One method of accomplishing this is to increase the indicated trend 
stumpage rates by 12.5 percent. Subsequently, the differences in log grade 
recovery are assigned to the varidOus species which results in | the final modified 
indicated stumpage rates. The computation follows: 


| 
| Adjusted 
e Indicated Adjustment | log grade 
Species : trend 12.5 percent for grade | and scaling 
stumpage change change | indicated 
rates | stumpage 
rates 


Western redceedar.______- Se $16. 4 $2. 06 $1. 66 $20.18 
Sitka spruce . cates 5 .f 8 2.95 | 13. 43 
Douglas-fir.....__.___- ; . .§ 77 . 0 31.18 
White fir____. g ‘ ‘ ‘ .30 | 11,94 
Western white pine________- 5. 36 9% . 16 18. 44 
Western hemlock. ._..__- ‘ ‘ 


STUMPAGE APPRAISAL 


An appraisal of timber values, considering the value of the product and cost 
of production, is an accepted method of estimating stumpage values to determine 
the lowest acceptable rates of return to the owners, on new offerings. The re- 
vision of stumpage rates based on this same procedure may or may not express 
the subsequent worth of the timber. The contract under consideration requires 
that the factors to be considered in adjusting ratios are alteration in the char- 
acter of the operation, changes in market conditions, or other factors. Under 
these circumstances the appraisal must take into consideration the applicable 
stipulated changes. It is possible to approach the problem in this manner, and 
it is frequently necessary to do so, to serve both as a guide as well as a check 
in the use of other methods. The stumpage appraisal which follows will re- 
ceive consideration along with previously derived data in a determination of 
stumpage values, . 

The quality of the product directly affects its value and is determined by an 
estimation based on competent experience, by sampling of the timber stand, or by 
a combination of these methods. “By utilizing current log values, it is possible to 
determine an estimate of the value of the logs to be produced. 

Exact cost data are not so readily derived. -Costs' vary according to the pe- 
culivrities of the particular tract under consideration. The efficiency of the 
operator, the distance from market, the type of terrain, and many other factors 
affect the cost picture: Average cost data, gathered from different sources, are 
accordingly used to determine the general trend in operating costs. Particular 
characteristics applicable to the timber stand under consideration are then con- 
sidered in the light of such trend. Such items as size of timber, percentage of 
defect, quality of timber, accessibility, etc., are among the items to be studied. 

The difference between log values and production costs represents the amount 
that.is available as stumpage returns for the owners on the one hand and as 
margin for profit and risk for the contractor on the other. 

Since July 1956, all logs produced on this unit have been scaled and graded 
by the Grays’ Harbor Log Scaling and Grading Bureau. Records of log grades 
for the differént-species have been computed and analyzed in order to obtain 
a comparison: with those originally estimated prior to the time the timber was 
sold. The results for such a short period of time are not truly indicative of the 
average stand but this experience together with results on the Crane Creek unit 
are sufficient to warrant-some change in the original estimated log grade re- 
covery. This experience has been supplemented with other information and ex- 
perience as well as the experience of other appraisers to determine reasonable 
recovery percentages, . It probably will be necessary to revise these percentages 
when additional information is acquired. 

It-is known that the quality of the timber along the coast, en the west. side of 
the Taholah unit is of poorer quality than the timber further inland. This con- 
dition -exists in,a band that.may, vary in depth (away from the ocean) from a 
quarter mile to a mile. or more, depending on the terrain. . It_is.alse-known,that. ° 
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timber in another unit along the northern boundary of the reservation in the 
Olympic foothills is of better than average quality. Otherwise, timber on the 
Taholah unit is comparable in quality to that on other units. 

This appraisal utilizes log prices which were computed from the quoted log 
markets and were averaged for the fourth quarter, 1956. As such they should re- 
fiect in a reasonable manner current conditions which take into account the de- 
cline recently evident in the cedar market. The following table sets forth both 
the revised log grades and the fourth quarter, 1956, log prices for the unit. Ap- 
pendix D shows how the log values were derived. 


Revised log grades and average prices 


. 4th quarter | Average 
Species Percent | 1956, quoted prices 
| log prices 


Western redcedar. 


Sitka spruce 


White fir 


SARSSSSRSSSESERSE 
SASBISNSsSgssSenrasgr 


Western white pine 


White hemlock 











1 Detailed price data on white pine not available for quoted log prices. The 4th quarter 1956 record of past 
sales was used to obtain the average price. 


In a preivous adjustment of stumpage rates on this unit a profit and risk 
allowance of 15 percent was used for cedar and 12-percent for the other species, 
Some change in these factors appears to be warranted. 

The cedar market is very volatile and therefore involves a greater hazard than 
is the average in the lumber market, The outlet for cedar lumber and shingles 
is limited and is largely dependent on the building industry for its utilization. 
Any reduction in the home construction program becomes swiftly evident in the 
cedar market. 

An allowance has been made in this appraisal on the estimated additional cost 
of logging cedar. The allowance for interest on advance payment has Iso been 
retained. Because of the greater hazards in handling cedar, the profit and risk 
allowance should appropriately be somewhat higher than for other species. A 
consideration of all these factors indicates that a 12 percent allowance for profit 
and risk is consistent with the hazards set forth. 

For the other species a somewhat different problem is evident. Hemlock and 
white fir from this unit are used primarily for the manufacturer of pulp. These 
species are also suitable for the manufacture of lumber. Although Douglas-fir 
and spruce are utilized in varying degrees for pulp, their most important uses are 
for saw-timber and veneer. Since there are various uses for products obtained 
from these species, the risk factor is not as great as for cedar. A profit and risk 
allowance of 10 percent appears to be adequate for these species. 

Average logging costs for the calendar year 1954 for the Columbia River, 
Grays Harbor, and Puget Sound area, as established by the United States Forest 
Service from reports of its operators, were $17.15 per thousand board-feet. These 
costs for the calendar year, 1955, were $17.69 for an increase of 54 cents or 3.1 


' percent. 


One major operator on the Quinault Reservation reported direct logging costs 
for 1954 of $19.84 per thousand board-feet. For 1955, he reported $20.78 for an 
increase of 94 cents or 4.7 percent. 
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Average logging costs for the Taholah unit as determined September 23, 1955, 
and based on 1954 cost averages from sundry sources, were as follows: 


Per thousand 


board-feet 
NT IG I atin iss on shines tenn cbininig tapiaatideintiea teaieoiibiaaaalad $22. 00 
ERIE; CEI haces ees tnetictyisves wins hcl taineliteihs ileal cic ica al 7. 85. 


Development costs 


Total logging costs 


On the basis of the information shown an increase of 4 percent in direct logging 
costs and development costs for operations on the Taholah unit would appear 
to be justified. There has been no change in transportation rates. Estimated log- 
ging costs are accordingly established as follows: 


Per thousand 


board-feet 
Wet DUBBIOS CONNG ik ose ek SE ea a Ee $22. 90 
PROTON GION GURUB Le. oe ee a etd SU A Be 7. 85. 


Development costs 


TROURE TOGIRINE (CRE ee ne ee A ee Oe 


The cost per thousand board-feet for logging cedar on the Taholah unit is 
greater than for other species. The cedar on this unit is quite defective and is 
subject to considerable breakage in handling. There is an estimated loss of 
approximately 50 percent of the gross volume of timber on the stump because 
of breakage and defect. Approximately half of this loss is left in the-woods in 
cull logs and broken, unmerchantable pieces. 

The loss resulting from defect and breakage in white fir, hemlock, and pine- 
is only about 10 percent, of which only a negligible amount is left in the woods in 
cull material. The loss from defect in Douglas-fir and spruce is somewhat greater: 
than for hemlock, white fir, and pine but is much less than for cedar. 

Falling and bucking crews are paid for the gross volume of timber cut. Trans- 
portation costs are based on gross scale of the logs hauled. If all of the timber- 
was of the same average size, this would result in logging costs for the different 
- species directly proportional to the percentage of defect and breakage, but such 
is not the case. The average volume per log for Douglas-fir and spruce logged. 
to date is well in excess of 1,000 board-feet. The average cedar log has a volume 
of 570 board-feet while the average for hemlock, white fir, and pine is 400 board-. 
feet. 

The cost per thousand feet for logging large logs is considerably less than for: 
small ones because of fewer pieces to handle, There is the added factor that 
piece rates paid the saw crews are less for falling and bucking in stands of large: 
timber than for performing the same operations in stands of small timber. 

Because of the large size of the Douglas fir and spruce logs, the added cost 
of logging these species due to defect.is more than offset and the net cost per 
thousand feet is comparable to that for hemlock, white fir, and pine. 

While cedar logs are of a larger average size than hemlock, white fir, and 
pine, the difference is not sufficient to offset the higher costs resulting from the 
much greater defect. This higher cost is reflected primarily in three basic 
operations: Falling and bucking, yarding and loading, and hauling. 

The difference in hauling costs can be calculated with relative accuracy and’ 
has been determined to be approximately 80 cents per thousand board-feet. 
The difference in yarding and loading costs is not considerable. The larger size 
of the cedar logs, to a large degree, compensates for the 15 percent greater 
defect in the cedar removed. 

The difference in falling and bucking costs cannot be exactly determined 
since the rates paid for thousand board-feet are Variable according to the con- 
dition of the stand, the size of the timber, and other factors. It is probable, 
however, that the rate per thousand board-feet paid for cedar is not enough 
lower than that paid for hemlock, white fir, and pine to entirely offset the cost 
resulting from the much greater percentage of defect in the cedar. Considering 
all of the factors involved it is estimated that the cost per thousand feet for 
falling and bucking cedar on the Taholah unit is 20 cents greater than for the 
other species. This gives a higher total cost for cedar of $1 for thousand 
board-feet. 

Of a total timber volume logged from the Taholah unit of 180,000 M board-feet, 
84,461 M feet or 47 percent was cedar. The remaining 95,629 M feet or 538 
93277—57——_18 
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percent was all other species. Since the cost of logging cedar is estimated to 
he $1 per thousand feet higher than for other species, 47 percent of $1 or 47 cents 
is added to the total average logging costs per thousand feet for cedar. Con- 
versely, 53 percent of $1 or 53 cents is deducted from the average to determine 
the cost for other species. 
Application of the above adjustments gives the following estimated total 
logging costs (rounded to even figures) : 
Per thousand board-feet 


Total logging cost for cedar________ NM i ao ee 8 
Total logging cost for other species__._._-. AL) Le 


Virtually all of the required advance payments on the Taholah unit have 
been made. There will be a few belated payments during the next 2 or 3 years 
but the amounts of such payments will be negligible. Since substantially all 
these payments have been made, it is relatively simple to compute the annual 
liquidations and remaining interest charges. ‘The computation as it concerns 
the rate of liquidation, the average: annual volume to be removed -to effect such 
liquidation and other factors are based on estimates and are subject to change 
from time to time as additional facts become known. 

The rate of interest of 5 percent used on the Taholah unit is the rate actually 
paid by the purchaser. This rate appears reasonable for the enterprise involved 
and closely approximates other commercial rates. 

The interest on advance payments is an unusual expense in addition to all 
of the normal costs of conducting an operation. Since it is part of the cost it 
should be considered along with other costs. The normal procedure would be 
to include the interest charge with profit and risk. In that form it would lose 
its identity, which is undesirable, since it will probably require continuing study 
and adjustment. 

It appears desirable to allow interest on the investment in advance payments, 
beginning with the year in which this factor was first considered, rather than - 
to apportion it from the beginning of the contract as was done in the previous 
report. 

The contract provides for cutting the timber at a minimum rate of 20 million 
board-feet annually with a maximum allowable cut of 100 million board-feet 
during each 3-year period of the contract or an annual average of 33 million 
feet. During the past 4 years, the annual rate of cutting has averaged about 
321% million feet. This is very close to the allowable maximum and there is no 
evidence in the foreseeable future to indicate any reduction in this rate of cut- 
ting. It would appear reasonable, therefore, to assume an annual sustained 
cutting rate of 30 million board-feet and this rate-is used in the computation of 
the interest. 

The average rate of interest per thousand board-feet has been determined to 
be $1.25. This computation appears in appendix B. 

The stumpage values have been derived through the use of an appraisal formula. 
The formula has been modified so that profit and risk is not computed on the 


interest. Its form is as follows: 
V—1 -OpC— I 


_ S$=—— 
—L.op 
S=Stumpage 
=Value of product 
C=Cost of production 
.op=Percent of profit and risk 
I=Interest . 
On this basis the’ following stumpage values are derived. See appendix D 

for derivation of average log values as used below: 





Western Sitka Douglas- White Western Western 
redcedar spruce fir fir white pine | hemlock 


















Profit and risk factor... ..-..... 1,12 1.10 1.10 eS 10 a 10 | 1.10 
4th quarter; 1956 log Lal 2" 453 } 1) : 
vihee Fess tsus< $61. 41 ‘ $57.72 77. 66 $49.13 3] $57. 57 b $47. 06 
: ; ———|—_—— | wae 
Less logging cost.._....-.-.--- 34.00 | 33.00 33. 00 33. 00 33. 00 | 33. 00 
Less interest.) /__....-.._ 2. | 1.25 1, 25 1. 25 1:25 | E. 25. | 1. 25 
Less profit and risk 6. 45 5.13 | 6.95 | 4. 35 5.12 | e is 








Stumpage__:-.2- 22s. see =| 19,71, | 18. 34 | 36. 46 | 10, 53 | 18. 20 


—_—— 
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PRESENT MARKET CONDITIONS 


Home construction, in which lumber plays an important part, has fallen off 
somewhat from the previous boom high. Any decline in home building generally 
has an effect on the lumber market. A moderate decline has become evident 
within the past few months. 

This stumpage adjustment study has been conducted on the basis of perform- 
ance in the market. The analysis of trends is based on this past performance 
and attempts to interpret them to current conditions as closely as the data permits. © 
in contrast, the stumpage appraisal does not positively consider these same 
exact conditions since it is necessary to estimate certain features of performance 
such as expected costs over a reasonable period in the future. In either case, a 
consideration of expected market performance cannot be entirely ignored. 

Since the stumpage adjustment studies are made on past performance, there 
inevitably develops a certain amount of lag in expressing current conditions: 
Because of this lag, the decline in current market conditions should receive 
only moderate consideration unless all evidence points to a serious decline. 
Such consideration has the effect of compensating to some degree the lag which 
develops on rising markets, 

Presently available quoted log prices reflect some of the market decline, par- 
ticularly in cedar. Information on log prices is at least’ 1 month behind cur- 
rent conditions as used in this report to determine log prices. 

Log markets during the winter months are relatively inactive as compared 
With the early spring. This may be attributed to a number of factors. Logging 
conditions were excellent throughout the summer, making it possible for most 
mills to build up their winter log supply. The decline in the building industry 
has contributed to more careful buying of logs. The plywood industry has 
suffered setbacks which are reflected in lower prices for high-quality logs. 
Since most of the quoted log prices cover a range within which logs are bought 
and sold, circumstances must dictate any estimate as to.which portion of the 
range is presently applicable. Only the quoted prices for cedar indicate some 
general lowering of the range of values which illustrates the somewhat erratic 
conditions in connection with this species. 


SUMMARY OF DATA AND RECOM MENDED INDICATED STU MPAGE RATES 


Three separate indicated stumpage rates were derived above. They were 
obtained by a study of trend, by modification of trend through adjusted log 
grade recovery, and by direct appraisal. Many factors which cannot be clearly 
preseuted enter into each of ‘these computations and the results must be con- 
sidered only as indicators. Trend factors may be obscured by sales results such as 
was shown for Douglas-fir. The revision of the estimated log grade recovery 
is not a trend factor, and the modification of the trend by introducing this factor 
does not entirely eliminate the effect of unusual sales. Similarly, the stumpage 
appraisal has certain definite defects which have previously been explained. 
It is therefore necessary to exercise good judgment in arriving at stumpage 
values as indicated by all these factors. With the help of these indicators, the 
final determination of appropriate stumpage rates requires the exercise of 
good judgment. 

The results of this process are: 


Species Western Sitka Douglas- White Western 


Western 
redcedar spruce fir - fir | white pine 


hemlock 


Trend-quality change. 18. 12 | 11.61 | - 28. 94 | 10. 47 | 16. 52 
Trend-quality-scaling change - 20. 18 | 13. 43 31.18 | 11. } 18. 44 | 
A ppraisal _. . 19. 71 18. 34 | 36. 46 | 10. 5: 18. 20 | 
Recomme nded rates ; 20. 00 16. 00 | 32, 00 | 11. 00 16. 00 | 
Ist quarter 1957 rates_.__- . 14. 57 | 15. 70 21.79 7. | 13.70 | 


| 
= eben } 
Market trend. ‘ | $16. 46 - 56 $17.91 $11.7 $15. 36 | $11. 
| 
| 
| 


RECOMMENDED STUMPAGE TO LOG PRICE RATIOS 


This contract requires that the ratios be related to the combined Puget Sound- 
Grays Harbor log market prices derived in a specific manner. These relation- 
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ships are calculated on the basis of the fourth quarter 1956 average log prices 
and the recommended stumpage rates: 














| 4th quarter, | Recom- | Recom- 
Species | 1956, average| mended Derived mended 

| log prices: stumpage ratios ratios 

oe 

} 4 
Western redcedar............-...-----.-..-.+-.- $58, 28 | * $20 | 34, 32 | 34, 25 
ta 58. 14 | 16 | 27. 52 27. 
ae NS tg RIE dd ae 72. 62 | 32 | 44.06 44. 00 
WME Oude) UW, sdiwocdlo.cldr. Ji tas} 49. 35 11 | 22. 29 22, 25 
Western white pine_..._._.._...-...---...-...- 57.08 | 16 28. 03 28. 00 
EO Ris nics ~ aihnoh= phim ete erseys 46.07 | 9) 19. 54 19. 50 

| 








Since the recommended ratios were derived from the fourth quarter, 1956 
log prices the resultant stumpage rates will correspond almost exactly with the 
recommended stumpage rates and according to contract terms would be those 
used for the first quarter 1957. These stumpage rates will now be compared 
with those actually in effect for the first quarter 1957 to show the change. 


Recom- 4th quarter, | Indicated Current 


Species mended 1956 average, | stumpage stum page Change 
ratios . log prices rates rates 

Western redcedar -: 34. 25 | $58. 28 $19. 96 $14. 57 $5. 39 
Sitka spruce 27. 50 58. 14 15. 99 15. 70 . 29 
44. 00 72. 62 31. 95 21.79 10. 16 

White fir 22. 25 49. 35 10. 98 7.90 3.08 
Western white pine 28. 00 57. 08 15. 98 13. 70 2. 28 
estern 19. 50 46, 07 8. 98 7. 83 1.15 





It is recommended that the ratios set forth above be made effective on April 1, 
1957. 
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AppenpDIx A.—Puget Sound-Grays Harbor 1st quarter 1950 log-market average 


prices 
Species Grade 
WRITS COGIIOIR nitipepesddneneGuprdiaiod . uh ceiotiniacnsetll 
ronan aad 


Total 





















































Volume Value | vee. | angen, Average 
eb eee value 

2,873,510 | $230, 371. 70 $83. 30 
5, 212, 030 211, 020. 94 40. 49 
4, 944, 690 135, 104. 11 27.32 
| 13, 080, 230 | 585, 496. 75 44.93 
1,214,330'} 83, 676. 24 68. 91 
805, 360 | 89, 640. 73 49. 65 
986, 580 106, 236. 47 35. 57 
531, 880 | 44, 450. 03 29. 02 
538, 150 324, 003. 47 42. 98 
606, 990 220, 346, 85 84, 52 
821, 770 213, 313. 70 75. 60 
600, 990 154, 071. 91 59. 24 
125, 980 6, 370.39 50. 57 
8, 809, 390 362, 405. 41 41.14 
3, 587, 510 127, 602. 23 | 35. 57 
2, 562,630 | 1, 084, 110. 49 52.75 
82, 270 "17, 237.53 ~ 45,09 
154, 720 5, 683. 75 36. 74 
68, 980 51,053. 81 32. 54 
912, 730 26, 968. 83 29, 55 
3, 018, 700 100, 943. 92 33. 44 
25, 980 | 1, 766, 40 67.99 
6, 580 | 320. 62 48.73 
74, 000 2, 685. 80 36. 29 
25, 350 764. 60 30. 16 
“131, 910 | 5, 537. 42 41.98 
717,880 |  —-28, 108, 76 | 39. 16 
714, 900 25, 399. 89 35. 53 
8, 030, 190 263, 443. 35 | 32. 81 
6, 313, 500 186, 725, 92 29. 58 
15, 776, 470 503, 677. 92 | 31.93 








| 
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ApreNnDIx B.—Puget Sound-Grays Harbor 4th quarter 1956 log market average 








prices 
bie eT ae ed a ie ae . PaaS eve oe 
Species Grade Volume Value | Average 
| value 
aa a ++ ——| sedate Sadan Loot aieaikeeoanon 
Western redcedar......-...-......-.--- ce 8, 708, 430 | $784, 456. 10 | $90. 08 
| 2 18, 901, 940 981, 850. 45 | 51. 94 
bB cananin pine 7, 878, 040 | 304, 197. 85 38. 61 
ee rena ey eo) = ees .-| 35,488,410 | 2, 070, 504. 40 | 58. 34 
en 8 fe os | Select...___.. 723,780; 64,918.40 | 89.69 
‘ rr > 984, 210 | 63, 616.75 | 64. 64 
be | 2, 200, 650 101, 833. 50 | 46. 27 
13 -| 1, 374, 170 58, 008.00 | 42. 21 
tk ak eee 5, 282, 810 | 288, 376. 65 54. 59 
aii A er a Oe Fe ot Pl... | 2,925,260} 327,780.80 | 112.05 
[Pe | 1, 902, 930 #95, 497. 25 | 102. 73 
| an beeen 3, 689, 850 | 318, 614. 55 86. 35 
oo oe - 150, 200 10, 058. 35 | 66. 97 
we és 15, 241, 440 869, 864. 25 | 57. 07 
83 6, 394, 480 | 304, 462. 95 | 47.61 
Ratan Sahat dl I Reta Rn a ae Ee eis 30, 304,160 | 2,026, 278.15 | 66. 86 
| a === = 
TT cece as cd pe Ee ee eS 4, 886, 350 | 285, 996. 25 | 
Pa 2, 346, 660 126, 648. 80 | 53. 
12 3 8, 938, 790 406, 981. 90 | 45. 53 
.. i 3, 059, 750 | 129, 946. 95 42. 47 
aT t acesds meaesetenetinianianban tinea sinha ahaiadiaie ee a cateeniecabapeell 19, 231, 550 | 949, 573. 90 49. 38 
Western white pine.........-...._..- cnt wo a ot , 140, 280 | . 12, 072. 05 | 86.06 
- 204, 930 13, 959. 90 68. 12 
2 520, 880 | 27, 917. 55 | 53. 60 
13 200, 000 |, 9, 153. 60 45.77 
ie ee a \. y 1, 066, 090 | 63, 103. 10 
Pr Gneern DOM yn. 5-- ~~ agp ase>+--<- i cig 225,023.65 
Y Rabies dee 2, 836, 520 | 151, 279. 65 
12 17, 457, 470 | 772, 974.80 | 
el 8, 435, 410 354, 610.05 | 
Cele Bie es oe | | - $2, 597,550} 1, 503, 888. 15 | 
| 
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APPENDIX C.—Change in Taholah product value, based on difference between 
original and revised estimated log grades, 4th quarter, 1956, Puget Sound- 


Grays Harbor 


















































s Liz sapenl 3 -— —— 
| Percent | 4th quar- | | Percent | | 
| | estimate, | ter, 1956, | Value on | estimate, | Value on 
Species | Grade | original | average | original | revised | revised | Change 
log | prices estimate | log estimate | 
| grades | | grades 
Western redcedar_.........-.-..-- PL 16 | $90.08 | $14.41 20 | $18.02 | 
$A oe | 63 51. 94 32. 72 | 60 31. 16 | 
PeGos 21 38. 61 8.11 | 20 7.72 | 
. aes tore pespsae te ried 
TU erick ks dha SR ecidlidieen Li Skah LS Dcciele | 5 OR aan | 56.90} 1.66 
Sitka spruce...............---.--- Select... 19| 9960] 17.04] 15] 13,45 
5S Ss | 25 64. 64 | 16. 16 20 12. 93 | 
ae 33} 46.27 | | 15.27} 35| 16.19 | 
Sake thes 2 42. 21 9.71 30 | 12. 66 
OD fice ida dion dan dads chk iat ca aia de m6 fois oe 55.23 | —2.95 
Douglas-fir... ‘Bt ig | Pl 4] 1205) 448; =m] aay 
f | P2 3 7| 102.78 7.19 | 10 10. 27 | 
P3 wei 13 | 86. 35 11.23 15 12. 95 | 
81 2 66. 97 1,34 1 . 67 
S2 46 | 57.07 26. 25 30 17.12 
; Bhi. 28 | 47. 61 13.33 | 24 11. 43 
Eid balun decnkusdniacen A anc dials hé- ated dition Tes NUE Bi csichoreicecniaie 74. 85 11. 03 
Win 06s tics cisiccknta ea as aca | «6©18| 5853} 10.54] 10] 5.85 | 
ORs meds 11| 53.97 5. 94 7 3. 78 | 
| 2... aah 48 | 45. 53 21. 85 63 28. 68 | 
eo 23} 42.47 9.77 2} 849) 
. fates ae ire ea | 
titan teat catia’ agree eer baewt oct | «MM |snosnoinnt | 46.80) 1.30 
| — — |= —<———— —— —<—|_= ———_—O_ 
Western white pine. ...........-- PP cssotes 4} 86. 06 3. 44 12 10. 33 | 
| Bein ee 19 | 68. 12 12. | 8 5. 45 
Fewcmaal | 45 | 53. 60 24. 12 5O | 26. 80 
(aaa 32 | 5. 14. 65 30) = 13.7 
ee —|—_____|— ‘ 
SB ABs cc luicaes |} 56.31 1.16 
Western hemlock........-2..-.-- | NLS : Sh aryl. eer Sh. om 
P Biteoons 18} 53.33] 9.60 5} 2.67 
Aa 43 | 44. 28 | 19. 04 53 | 23. 47 
Bitodiwee 25 42. 04 | 10. 51 40 | 16. 82 
——_—_—_—__|——— - |__| —____|__——_- 
ah os Pee es oe ee oe. aera | 67, BE ee cu 44.12 —3.17 
| | 
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Apprenpix D.—Quoted log prices, 4th quarter, 1956, Puget Sound-Grays Harbor, 
based on 1956 production 


Puget Sound Grays Harbor 





Species : 
Weight 


Western redcedar 


Sitka spruce 


Douglas-fir 


¢ ca 
SP Pedr, BRE 
— 
&, SYENENESho 


ee Oe De DO Orin oe +7 


a8, 
OPN KK Fe OY OOK Ome 


White fir. 


mB ge 
he 


Western white pine 


= 
oS 


Western hemlock 








Bao 





Average 


$100. 00 
53, 33 
41.33 
92. 33 
67. 67 
50. 00 
47.33 

112. 67 
103. 00 
83. 33 
73.00 
57. 67 
51. 67 
59. 33 
55. 00 


46.00 | 


43. 67 


() 


55. 00 


value 





rope SSR 


DAAON AAAI OIw 


_ 


oo 
PEA, SS 


= 


28 


~~ 


ocwo 


Combined 


$2, 446 
3, 380, 


1, 125. 49 


239 
234 
419 
290 

1, 088. 
653 
936. 
35, 

2, 234 
751 
534 


1, 000 
405 


(') 





| 2, 157 
| 1,238 





1 Data not available. 


238. 


* 503. 
316. 


Weight; Total Average 


value 


. 85 
18 


. 79 
.18 
. 68 
. 30 
. 65 
. 99 
. 30 
- 48 | 
. 50 | 
. 46 
64 
. 54 
. 65 | 





63 | 
25 


. 60 | 
. 88 


APPENDIX E.—Computation of interest on advance payments, beginning with the 
year 1955 for the Taholah unit 





Balance, | Annual pay- | Annual 


Balance on 


beginning of | ~ ment | liquidation | which interest 
y | | is computed 


year 


| 





CeO rk Wwe 


$166, 142. 18 | 
147, 784. 00 | 
145, 000. 00 | 
145, 000. 00 | 
145, 000. 00 | 
145, 000. 00 
145, 000. 00 | 
145, 000. 00 | 
95, 000. 00 
470, 174. 00 95, 000. 00 | 


75, 174. 00 95, 000. 00 | 
280, 174. 00 | 95, 000. 00 | 
185, 174. 00 95, 000. 00° | 


BE BG bisnicmcilateanacinns | 90, 174. 00 | 


$486,279+13 years=$37,405 
$37,405+30 million =$1.25 


1 Estimated liquidation except for 1955: 


Liquidated at rate of 
Contract 
Cut to Jan. 1, 1955 


Balance 
395 million, at 30 million=13 years. 


$1, 330, 853 
1, 
1, 
1, 


429, 023 


288, 944. 
145, 174. 
, 000, 174. 
855, 174. 


. 94 
. 96 | 
00 
00 
OO | 
00 | 


710, 174. 
565, 174. 
£70, 174. 
375, 174. 
280, 174. 


“Interest 
(5 percent) 


Million 
per year 


B. INTEREST ALLOWED TO COMPANIES ON ADVANCE PAYMENTS FOR TIMBER 


In the October 1955 reapraisals, a new cost. appeared—interest on advance 
payments. The inclusion of this new cost reduced the apraised price of the timber 


under contract to Rayonier, Inc., by $1.95 per thousand board-feet. 


in the Aloha contract was reduced by $2.17 per thousand board-feet. 


The timber 


Under the 
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proposed new rate, these values have been adjusted and now are set at $1.57 for 
the Rayonier contract and $1.25 for the Aloha contract. The introduction of 
this element in the valuation of the Indian timber will reduce its price by close 
to $1,400,000. 

The committee report stated (p. 15): “This is an improper charge, because 
it was not included in the original contracts of sale in which the purchasers 
agreed to pay the advance to the Indian sellers. No interest charge was con- 
templated by the contratcing parties.” 

The original sale prospectus stated that meticulous care had been given to 
each and every detail in the proposed sale. The original appraisal for the Aloha 
eoutract, which was made about 1948, did not contain a discussion of nor an 
allowance for interest. Neither did the Rayonier sale which was first adver- 
tised in 1949 and again in 1952. Nonetheless, the 1955 reappraisal on these two 
sales contained not only this new interest item, but also an allowance for a 
profit-and-risk allowance on the interest. 

If interest were chargeable, the normal procedure would be to relate the charge 
to the amount of money borrowed and the time for which it is held. The charge 
would appear in the initial apraisal and it would show in each allotment con- 
tract. It would be a fixed and irreducible cost against each advance payment. 
This is not the case. 

Interest upon advance payments is not a factor in the timber appraisal affect- 
ing any other allotted sales contracts prepared by the Bureau of Indian Affairs. 
It is unique to these two contracts. If it is to be considered in two contracts on 
one reservation, it would certainly be applicable to all contracts. 

If it is an item for consideration, its inclusion should be covered in the con- 
tract. It is not mentioned. 

The advance payment can be considered as the “quid pro quo” to the Indians, 
in return for giving to the purchasers the right to cut a substantial volume of 
timber over a long period of years. The securing of the right to cut the timber 
is a valuable consideration. Certainly, had the allottees been aware that interest 
on their advance payment was to be a factor affecting the appraised value, their 
‘approach to the financial terms of an advance payment might have been different. 
Indians willing to gamble that their timber would be cut in the first few years 
might have foregone an advance payment or selected a lower one. If the Indians 
had known that the interest charge was related to the volume of the timber, not 
to the money advanced, these approaching competence would have desired, as 
a sound and basie control, that the interest charge would cut off when the esti- 
mated volume of timber was cut, or else they would have demanded that their 
advance payment reflect the full volume of the timber on the allotment. 

It is pertinent that these contracts contained advance payments at variance 
with the provisions of the Code of Federal Regulations. Instead of payments 
in the order of 10, 15 and 25 percent, the order is 25, 15 and 10 percent. This one 
significant change, made in 1949, is not documented in any data the Department 
has heretofore furnished the committee. However, if interest on advance 
payments had been contemplated, the reversal of the order of downpayments, 
which would affect the amount of interest, would have been a factor for initial 
consideration and discussion with the allottees. 

Also, the record is barren of information that confirms borrowing by the 
purchasers at the rates used in the reappraisal to specifically make the ad- 
vance payments. 

One further point requires consideration. If interest on borrowed money is 
a proper item for inclusion as a cost, should it be treated as the Bureau of Indian 
Affairs handles it in these two cases—as a separate item—or should it be con- 
sidered as a part of the profit and risk allowance? 

In addition to an advance payment, there is at least one other capital expense 
that occurs in contracts of the length and magnitude of these. Main line roads, 
some of which are built in advance of cutting and which serve the entire contract, 
also constitute an investment. Further, there is a considerable amount of equip- 
ment, such as tractors, yarders, and trucks, which are needed for any contract. 
It may be necessary for a company to borrow to finance the cost of some 
of these items. Thus, it is necessary for an appraiser. to decide how borrowed 
capital will be treated in the valuation of the timber. In 1955, when the in- 
terest on advance payments was first entered into these contracts, the overall 
allowance for profit and risk was also increased. This is of significance because 
the usual procedure in Bureau of Indian Affairs timber appraisal has been to 
consider the possibility that there is borrowed capital, and thus interest, as an 
element of the profit and risk allowance. 
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The Bureau of Indian Affairs, after these many years of selling timber, still 
does not have a timber appraisal manual or handbook. However, there is a 
yery close similarity between the Bureau of Indian Affairs timber appraisal 
concepts and those used by the Forest Service. 

Part 502.4.2 of the Forest Service timber appraisal manual states: 

“* * * expenditures for State and Federal income taxes and interest on bor- 
rowed capital are not entered as cost allowances, they are a part of the profit 
allowance in Forest Service appraisals. The term ‘profit allowance’ is more ac- 
curately expressed as ‘allowance for profit risk, interest, and income taxes’ * * * 
the need for use of borrowed capital varies greatly according to the circum- 
stances of individual operators.” 

This position fully recognizes the place interest may have as a cost of doing 
business, but at the same time it also fully recognizes that the particular situa- 
tion affecting one company should not directly influence the value of timber 
offered for competitive sale. If interest, as it applied to a particular company, 
were a definable factor in appraisals, under close bidding conditions the Govern- 
ment might be expected to provide for a system of handicap bidding. 

Applying the situation to the Indian timber, there is.a difference between 
the interest allowance in the two appraisals. One is at a 4-percent rate, 

- while the other is at a 5-pereent rate. This and other factors make a difference 
of 32 cents per thousand feet in the interest charge between the two contracts. 
Thus, the Bureau might well wish to set up criteria for awarding sales which 
recognized the bid of the company which would advance money at the lowest 
rate. If different interest rates between companies deserve independent recogni- 
tion in the pricing of timber, so do many other factors peculiar to the operation 
of one company. However, the timber pricing techniques rely on a different 
principle. Average values are sought for all of the factors that are entered into 
the appraisal. Log grades peculiar to the timber are set forth, the cost of trans- 
porting the timber to market is based on the average cost taking into account 
the mileage, and the costs for the various phases of road construction are 
applied to the mileage to be constructed. Similarly, average costs for felling, 
bucking, and yarding the logs are applied in arriving at the so-called direct 
logging costs. The goal is to utilize data which represents averages rather 
than to gage the exact costs of a particular company. Even where data repre- 
sents pure guesses, the Bureau of Indian Affairs appraisal conforms to this con- 
cept, except for the interest allowance. The interest allowance for one company 
is 4 percent, for the other 5 percent, and the rates for reduction of the balance 
differ for each contract. The interest item is tailored directly to the situation 
for each company. 

In the current appraisals the Bureau of Indian Affairs has departed from its 
usual approach of relying on a single direct appraisal resting on estimated 
costs. It now has three appraisals and from this it pulls forth a series of rec- 
ommended rates resulting from a “judgment factor.” This procedure may 
allow the Bureau of Indian Affairs to try to assume the position that interest 
is not a definable factor in the recommended rates. : 

However, the interest calculation lowered the direct appraisal by $1.25 for 
one contract and $1.57 for the other. 

The interest charge can be readily identified in the direct appraisal. The direct 
appraisal is 1 of the 3 appraisals used to allow the appraiser to select a recom- 

. mended rate. It therefore follows that, since the appraisal containing the interest 
allowance is a factor conditioning the appraiser’s judgment, it affects the valua- 
tion of the timber. If the charge is illegal for inclusion in a single appraisal 
which is used as the sole criteria for value, it is also illegal for inclusion as an 
element in any one of the triple appraisals. It is a well-established legal prin- 
ciple that it is illegal to do indirectly what cannot be legally done directly. 


THE EFFECT OF THE INTEREST ALLOWANCE ON THE ALLOTTEES 


Allotment 1163 on the Crane Creek contract being cut by Rayonier, Ince., 
belongs to Mr. Richard Jackson. It was estimated to contain 2,690 thousand 
board-feet of timber valued at approximately $34,080. Mr. Jackson received an 
advance payment of about $8,520 in 1952. Prior to October 1, 1955, when the 
interest charge became effective, 1,390.6 thousand board-feet were cut from 
Mr. Jackson’s allotment. The company had cut 50 percent-of the estimated 
value of the timber and it had not been required to pay Mr. Jackson any money 
until sufficient timber was cut to equal the value of the advance payment. Thus, 
by October 1, 1955, Mr. Jackson’s “advance” had been liquidated. However, 
after October 1, 1955, 5,400 thousand board-feet more timber was cut. There 
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was a substantial error in the Bureau of Indian Affairs’ cruise so that this allot- 
ment cut 164 percent above the estimate. 5 

However, commencing October 1, 1955, Mr. Jackson’s timber was reduced in 
value by about $1.95 per thousand board-feet. Thus, there was actually levied 
against his timber a charge totaling $10,530 to pay interest on an advance pay- 
ment of $8,520, which had already been liquidated. The Bureau of Indian Affairs’ 
version of interest and an equitable showing of this cost indicated the Indian 
should pay only $4,455 for interest. A 4-percent loan for 2 years would have 
resulted in a charge of only $680. 

The cutting record up to November 1, 1956, indicated that only five allotments 
on this contract were completely cut out. They also show a 134-percent overcut. 
On the other hand, the Taholah contract indicates average overcuts of 18 percent. 

The following analyses show how erroneous the timber estimates are. In 
some Cases species are not shown in the estimate, but they are reported as cut. 
The volumes cut differ significantly from the amount estimated. The cutting 
is often far heavier than the estimates show. Thus this interest payment works 
to the disadvantage of the individuals. 


Analysis of yield for timber cut on Crane Creek contract 


A. From 5 allotments cut completely by October 31, 1956: 
ee ; x hacen fe RE pl Se tiinnast cea ties stein 
} Estimated volume 
Allotment No. Pa erie aN Puge Ss Pits ra 55s 
Cedar Spruce | Douglas-| White White }|Hemlock} Total 
fir pine 





Volume cut 


T 
Cedar | Spruce | Douglas | White | White | Hem- 
fir pine fir lock 


| 
2 |1, 512.0 | 
1019 : ; | 2. y 9| 397.8 
1168 Ete) Gee. £0 BEAL : 4) 913.5 
1381 . 4 j 33 -7 | 752.9 | 
Ron Sk 5, 371. 2§ 8.4 | 2.2} 275.3 | 629.6 | 
23, 232. 0 


PERCENTAGE OF OVERCUTS BY SPECIES AND ALLOTMENTS 


Allotment No. Cedar Spruce | Douglas-| White White | Hemlock} Total 
‘fir | pine | fir | 


$64___ aL cobiwodsaan sie | (‘) | (?) 
1019_. io 2 ot one 20% } (}) | 4: 
1163. th teak ae ; ‘sical Q) (4) 
1381 : “ ae 6 46 | ') 
16GB SSeS... 5 toe es : ) | (1) 4 





Average 





1 Infinity. : 
2? No timber estimated or cut. 


B. Timber cut from entire contract area through October 31, 1956 : 122,929,170 
board-feet from 1,764 acres. 
C. Average stand per acre: 
1. For the 5 allotments cut to date the yield has hainiial between 57.0 
thousand board feet and 85.0 thousand board feet per acre. The average 
has been 71.0 thousand board feet per acre. 





ee 
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2. For the 1,764 acres cut to date, 69.7 thousand board feet per acre. Ex- 
clusive of the 5 cutout allotments, the average cut has been 69.2 thousand 
board feet per acre for 1,364 acres. 

8. About 5 percent of the contract has been cut to date, but only 5 of the 
522 allotments have been cut out. However, timber cutting either in con- 
nection with road construction or logging has occurred on 116 of the 522 
allotments, or 22 percent of the allotments. The volume of timber cut 
to date equals 20 percent of the estimated volume. 


Analysis of yield for timber cut on Taholah contract 


A. From 11 allotments cut completely by October 31, 1956: 





















































Estimated volume | Volume cut 
Allotment — | ee ee Sade ___|Percent;Cut per 
No. : n € | over- acre 
Cedar Spruce | Hem- | Total | Cedar | Spruce | Hem- Total | cut 
lock jvolume | lock volume | 
| | | 

Panerapenieneny-vimespeeehpeielge ah pls sinh rdenca 

| } | | Thou- 

} | | sands 
a il ae lea 1, 456 121 Mi eleinisiestiitinns 1, 755. 7 63. 4 1,819.1 | 18 24.5 
A Se fy 7 see 2, 231.0 55. 4 2, 286. 4 3 3 
ei thilebadende adie 1,514 1,476 2, 990 | 14.0 |} 1,608.5! 257.8 1, 880.3 —37 23. 5 
Ti i neh deohiniiless J--=-2--- 470 bons sce oe og RR: 337.9 414.8 752.7 56 24.0 
eB 246 1,603 | 1,130 2, 979 263.7 612.9 |2, 487.5 3, 364.1 | 7 42.0 
Ceeslo. cogubeeu ar 5. wee jla2itsc.. Beh. ees 743.7 16.1 759.8 | 117 33.3 
ice scdiwwce nahi | 2,303 | 89 | 2,392 6.9 | 3,332.9} 238.1 | 3,577.9 | 50 45.0 
ee eee i he | 342 78 Re. eats 149.7 | 146.2 195.9 | -o4 19, 2 
i a Ratan |; at Uateecndiacthe: | 548 1, 953 |Jn--a---= 2, 092. 7 815.3 2, 908.0 | 44 44. ( 
Md Cokelnnacd 0G ee ey | eee 13. 1 585.2 | 66 22.8 
Pe eidkca dtm anabhibed baw 895 | 242 1,137 |-------- |} 1,457.1 | 271.0) 1,728.1 51 43.0 

POR ei 3, 743 9, 294 3, 75 16, 795 284.6 | 14, 894.2 \* 678.7 | 19, 857.5 18 33.6 
| | | 


| 


1 Includes 1.0 thousand board-feet white fir. 








PERCENTAGE OF OVERCUTS AND UNDERCUTS BY SPECIES AND ALLOTMENTS 


| 











Allotment No. . | Cedar | Spruce | Hemock | Averag 

aaah ek ah: peak (4) 21 | 3 48 | . 
Tec dtcd. 5: Litt Ebdon debheheeeewnse Radek | (2 3) (2 4) | 325 
a ei OD Ca St Ee 2) we ee SE (24) 6 | 382 — 37 
BOE code LOS 5, eres. a (1) 330 | (2 4) , 56 
Ws avtetlconsbo> iia dlindemthe ot Oalessots | 7 | 362 | 4110 | 7 
shh o doe bab nthh laid bade dad db en cbdd (1) | 112 | (4) | 117 
SG. ck a eb bbs chek Mitel os DI Lh isin td * @4) | 45 | 168 | ‘ 50) 
(AN Seat libanica, aatplgiae eer Me aia serail Ce antl (1) | 3 58 | 8 4] = 54 
hsb hod pos cy lbch tina debe 02 he -| (2 3) (2 4) | 449 44 
PE Fa Saban abhows shhtietcaleaderd Siew (") | 63 | (24) 
ca i ee hile. () 63 | 12 

Mpeages es ise ce er ee ‘ — 92 60 | 24 18 





1 No timber estimated or cut. 

2 Infinity. 

3 Timber estimated but none cut. 

* No timber estimated but timber cut. 


B. Timber cut from entire contract area through October 31, 1956: 182,807,305 
board-feet from 3,395 acres. 
C. Average stand per acre: 

1. For the 11 allotments containing 590 acres which have been cut to 
date the yield has ranged between 19.2 thousand board-feet per acre and 
44.0 thousand board-feet per acre. The average has been 33.6 thousand 
board-feet per acre. 

2. For the 3,395 acres cut to date, the average cut has been 53.8 thousand 
board-feet. Exclusive of the 11 cutout allotments, the average cut has been 
58.1 thousand board-feet per acre for 2,805 acres. 

8. Over 10 percent of the contract area has been cut to date, but only 
11 of the 470 allotments have been cut out. However, timber cutting either 
in connection with road construction or logging has occurred on 180 of 
the 470 allotments, or 38 percent of the allotments. The volume of timber 
cut to date equals 33 percent of the estimated volume. 
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Indications are that there will be a substantial overcut on each contract. 
For the Rayonier contract, 5 percent of the 35,000 acres in this contract have 
been cut.to date, producing an average of about 70,000 board-feet per acre. 
If. the per-acre yield continues at this level, almost 2.5 billion feet will be 
produced. Similarly, on the Aloha contract. 10 percent of the contract area 
has been cut and has yielded 54,000 board-feet per acre. This 30,000-acre con- 
tract wil yield L6 billion board-feet if the per-acre yield continues at this level. 

The review of 16 allotments that have been cut out reveals substantial varia- 
tions between volume estimates and actual cost. Also there are large varia- 
tions in, the species cut. .For, example, the 11 cutout allotments in the Aloha 
sale were estimated to contain 3,743 thousand board-feet of cedar but only 
257 thousand board-feet were cut, while only 9,294 thousand board-feet of 
spruce were estimated but 14,894 thousand board-feet were cut. The estimates 
of timber on allotments has produced variations in yield of from a 54 percent 
undercut to a.225 percent overcut. Thus, if there is any similarity between 
volume, species, and value of timber, between the contract estimate and the cut, 
it is a pure accident. 

This deplorable lack of sound basic data,.zipon which to predict the value 
of the Indians’, timber results in severe inequities. A masking feature of this 
condition is that the allotments generally overcut the estimate and the Indians 
thus get more money than they were led, to believe they would get. This, 
however, does not overcome the problem. <As,a result, the inclusion of interest 
charges against the Indian timber without any check or relation to the actual 
yalue or volume of the timber removal-produces erroneous charges for interest 
against each allottee. 

Thus, even were there some reason to’ conclude that the interest charge was 
. a proper item for consideration in the valuation of this timber, the further 
problem of equitably assessing the Indians in’ close relation to the advance 
payment they received has not been solved. 


C. CONSULTATION 


This 190,000-acre reservation is unique in that it is almost totally forested, 
but only 4,000 acres are tribally owned. The rest is allotted and only 370 of the 
1928 allottees reside on the reservation. 

The committee hearings itidicated that the Bureau of Indian Affairs has been 
indifferent to providing democratic self-government for the allotted Indians 
which represent several bands in addition to the Quinaults. Due to the com- 
plexity of management problems in operating this almost totally allotted reser- 
vation, there is a real need to provide some means other than the regular politi- 


cal government for the conduct of the business aspects of reservation manage- 
ment. 


The committee recommended action on this matter. 

Currently there is a political government on the reservation. It consists, how- 
ever, solely of Quinaults, and voting rights are restricted to those residing on the 
reservation. The political government should be broadened to include all Indians 
residing on and allotted on the reservation. 

Separate from the political government there should be a business structure. 
At the present time there is a diverse pattern of business interests. A large part 
of the reservation is cut over and some years will elapse before timber may again 
be cut in substantial quantities. Another sizable block is under two current con- 
tracts, while a third block has never been cut and is not under contract. 

It is suggested that 4 business councils be set up for consultation and advisory 
purposes; 1 group to consist of the allottees whose holdings are in the cutover 
area, 2 to cover the current contract areas where Rayonier and Aloha are logging, 
and the fourth to consist of the allottees on the uncut area known as the Queet 
Unit. The executive members of each council should be elected by the adult allot- 
tees who own property in a unit. 

In view of the fact that factions apparently exist on this reservation, some 
recognition should be given this probiem. Possibly a provision for proportioned 
representation for each band allotted in a unit in the election of the executive 
council would alleviate concern that one group might be denied an opportunity for. 
consultation. 

The purpose of the executive councils,would be to give information to and re- 
ceive it from the Bureau of Indian Affairs on factors affecting the management 
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of natural resources. It might be desirable, for example, to schedule at least two 
meetings a year, one of which would include a trip over the allotment area for 
inspection purposes. The Bureau of Indian Affairs should provide, where ap- 
plicable, a quarterly report to all adult members giving information on timber 
eontract price changes, and an annual report timed to adequately precede pro- 
posed contract terms and rate adjustments. In this connection, the allottees 
should receive individual notice of intent to change rates and the proposed basis 
for the change, and, in order to provide for membership consideration, at least 
45 days’ notice should be afforded. 

An excellent example of the type of “annual report to the stockholders s” that 
could be made by the Bureau of the allottees is found in the attached Forest Serv- 
ice report for a National Forest. While not suggesting this exact form, the con- 
cept seems to be sound and suitable for adoption by the Bureau of Indian Affairs. 

The situation on this reservation is unduly complicated by its almost total 
allotment. These Indians are not in the same position as persons who have 
bought stock in a company, nor are they afforded the same rights and duties 
as accrue to the members of a cooperative. Often they are not willing partici- 
pants, a quality found in stockholders and cooperators. Looking toward an eveu- 
tual resolution of their status, a distinct need exists for informing and advising 
these people. As long as the Government continues to act, using the power of 
attorney and the timber check as the only major contact in management of the 
land, a final solution will not be easily reached. 


EXHIBIT C 


A Look aT THE OLYMPIC NATIONAL FOREST IN 1956 


OLYMPIA, WasH., March 15, 1957. 
Mr. and Mrs. SHAREHOLDER, Olympic National Forest. 


Dear Frienps: The year 1956 was an interesting one on the Olympic Nationa! 
Forest. It began with heavy snows which remained at relatively low elevations 
until May. Harvesting of timber was curtailed, reforestation activities were de- 
layed, and elk herds had difficulty weathering the late spring. On the more fav- 
orable side, Olympic streams ran full at the beginning of summer. 

An exceedingly long and dry summer season followed, yet fires were few and 
small. Log production lagged somewhat, in spite of opportune weather, due to 
a slump in lumber and plywood markets. . 

The fall months were favorable for slash disposal and many other activities. 
Some resort owners wore big smiles as they added up season receipts. Logging 
still proceeded at a slow pace. 

How the Olympic responded to these stimuli is detailed in the follow ing narra- 
tive. It has been prepared to acquaint you with progress and plans. 

Each of the 60 yearlong and 100 seasonal personnel employed on the forest wish 
to express their appreciation for your excellent cooperation during the past year. 

Best wishes to your for a prosperous year ahead. 

Very truly yours, 
; M. B. Bruce, Forest Supervisor. 


HIGHLIGHTS OF THE YEAR 


Creation of a new ranger district and the 10th anniversary of the Shelton coop- 
erative sustained-yield unit were among the highlights of the year. 

To permit more efficient management of the Quilcene working circle, a new 
ranger district was created with headquarters at Hoodsport. This new district 
will administer that portion of the Quilcene District south of the divide between 
the Big Quilcene and Dosewallips drainages. Except for the district ranger and 
his fire-control assistant, the new district is being staffed with personnel trans- 
ferred from other units of the forest. The northern part of the Quilcene District 
continues to be administered from the ranger station at Quilcene. 

December 31, 1956, marked the 10th anniversary of the Shelton cooperative 
sustained-yield unit. Established as a result of congressional legislation enacted 
in 1944, this cooperative venture is designed to afford stability to the communi- 
ties of Shelton and McCleary and provide a high level of sustained-yield manage- 
ment to the Simpson Logging Co. and Forest Service lands. These private and 
public lands are managed jointly on a multiple-use basis. The Shelton unit is the 
only one of its type in the United States. 
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As the first decade drew to a close, figures were developed which showed that 
the communities of Shelton and McCleary have prospered. Increases in popu- 
lation, capital investments, volume of business, and related factors were cited. 

Late in 1956, 68,000 acres of private land were added to the unit. This brought 
about an ownership pattern at the start of the second decade as follows : 


Acres 


Simpaon.. Logging: Oa: land ox— 22 sins ei nh een eels 228, 000 
U. S. Forest Service land ; 111, 466 


Total area of unit 399, 466 


Investigations were started in 1956 to determine the validity of existing mining 
claims in the Skokomish drainage of the Shelton district. On July 23, 1955, Con- 
gress passed a mining law which permits clarification of the status of claims filed 
‘prior to that time. : 

INCOME TO COUNTIES 


Each year 25 percent of the gross receipts which the Olympic National Forest 
receives from the sale of timber and other forest uses is allocated to the 4 coun- 
ties in which the Forest and the Olympic National Park are located. Distribu- 
tion of the Olympic’s income is unique among national forests in that it is based 
in part upon public land areas not under its jurisdiction. 

Income to the peninsula counties is given below. Figures are based upon fiscal 
year 1956 returns: 


| Combined area of 
Area of national forest 
national and national 
forest land park land in each 
County in each county 
county 
(acres) 
Per- Acres 





189, 828 ‘ . $427, 243 
148, 961 y 134, 510 
155, 466 f 578, 382 
127, 489 , 137, 547 


621, 744 | 1, 510, 301 1, 27, 682 











The fiscal year 1956 return to the counties from the 25 percent fund was $0.85 
per acre based on the combined areas of the national forest and park. If applied 
only to the 621,744 acres of national-forest land from which receipts were derived, 
the return was $2.05 per acre. 


RECREATION 


The 1956 recreation season set new records on the Olympic Peninsula. Most 
resort owners and others who cater to tourists and recreationists reported a busy 
year. The number of national-forest visitors is estimated to have increased by 
approximately 12 percent over the previous year. 

For the first time since the days of the Civilian Conservation Corps, increased 
congressional appropriations permitted substantial improvement work on forest 
recreation areas. Four campgrounds on the Quinault and Quilcene districts re- 
ceived major overhauls. During the winter season new tables, stoves, and toilets 
are being readied for use on all camping and picnicking areas. The trend to out- 
door, family-style vacations with tents and cooking gear has created a need for 
mot only rejuvenating all present recreation facilities but for opening new camp- 
ing and picnicking areas. 

WILDLIFE 


. The peninsula is noted for its Olympic elk. Featured in a movie released by 
Walt Disney, these magnificant animals tend to assume two distinctive modes of 
living. Some herds migrate to high mountain meadows in summer months. 
Others take up year-long residence at low elevation feeding grounds. This latter 
group are commonly seen on the national forest during the summer season. 
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Each fall elk hunter checking stations are manned by Forest Service employees 
in cooperation with Washington State Department of Game officials to determine 
the trends in populations and growth characteristics. 

When virgin forests are opened by harvesting mature timber, the resulting 
clearings support lush vegitation upon which all game species appear to thrive. 
This abundance of food results in population increases and therefore more 
game for recreationists of all types. The staggered block type of cutting used 
on the Olympie appears to provide a continuous and favorable food situation. 
The forest objective is to support as heavy a population of large game as can 
possibly be carried without unnatural conflict with other resource uses. 

Unfortunately most game species on the peninsula like to consume buds or 
bark from succulent Douglas-fir seedlings as well as from other available vege- 

_ tation. Often, this makes restocking of cutover lands difficult. The forest is 
searching for management methods that will meet this problem. 

Olympic Peninsula streams support both resident and migratory fish. Logging 
activities on the national forest are regulated in such a manner as to minimize the 
possibility of silting spawning beds. Advice and cooperation is sought from the 
State department of fisheries when it becomes necessary to disturb stream beds 
in road building. Unnatural activity is held te a minimum. 

Logging methods used on the national forest are designed to avoid extensive 
clear-cutting in mature timber. Slash disposal and regeneration are made easier. 
Scattered, small clearings provide optimum conditions for water production. 


WATER RESOURCE 


The Olympic Peninsula’s snow-fed streams now provide domestic water to 
three major municipalities—Port Towsend, Port Angeles, and Aberdeen. How- 
ever, domestic supplies afford only one use for which this abundant resource is 
being developed. Industrial water, hydroelectric power, and water for irrigation 
are being sought in increasing quantities. If the population of Washington in- 
creases as economists predict, it is probable that within the next decade or two 
all streams on the east and south sides of the peninsual will be called upon to - 
provide these essential commodities to cities near the Olympic National Forest. 
Port Townsend is currently developing additional sources of domestic and in- 
dustrial water. Bremerton has filed for water from the Hamma Hamma drain- 
age in preparation for expected increases in industrial and domestic demands. 
Several filings for power use are receiving current attention. 

The city of Tacoma proposes to develop a second large reservoir in the 
Skokomish River watershed to care for increased power demands. This drainage 
contains the only existing major water power development on the forest. <A 
proposed multiple-purpose dam project to be located on the headwaters of the 
Wynoochee River is being studied by the Army engineers. In addition to pro- 
viding: flood: protection to the fertile Wynoochee Valley, this project’ is: also 
being considered as a source of power and industrial water for an expanding 
wood products industry in Grays Harbor County. 

While logging on all forest land is regulated so as to prevent disturbance of 
the watershed, special measures such as mulching and artificial revegetation of 
exposed roadbanks are being taken in drainages which are curr ently the sources 
of domestic water for populated areas. 


TIMBER HARVEST 


Approximately 265 million board-feet of sawlogs and pulpwood, valued at 
$5.8 million were removed from the forest during the past calendar year. This 
was some 13 percent below the approved allowable cut for the forest. 197 sepa- 
rate sales transactions were involved in harvesting this volume. Of these, 
126 or 64 percent were small sales involving less than 250,000 board-feet per sale. 

A- heavy snowfall which lasted until late in the spring delayed timber 
harvesting early in the year. During the late summer months a slump in both 
plywood and lumber markets appeared to influence purchasers to proceed with 
caution. It seems reasonable to assume that had the 1955 scale of logging 
activity continued through 1956, the full allowable cut would have heen trucked 
to market. 
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A breakdown of the 1956 allowable annual cut fer the Olympic is as follows: 


Ranger district: Board-feet 
ORRIN ick 5 nuistacathiniceinhss BieinsBns seiapinniglieinalaii amen abet te ta 51, 000, 000 
I a a lh a tt hana ce ls as geese ial ie atid 59, 000, 000 
NNR io esessanicveraecateipsns os hi sensoearindnil a aeih oni in-s elt baleipselt ads ane 78, 000, 000 
Shelton 

SUELO - WICC, WN Gane serene york thin be net eee eestenthaneintoeeebl 100, 000, 000 
RE IIa os Beane he sncisrebndinninanto-nteastentiitaMiecssadcth-saiihcnal Matinee 17, 000, 000 
Fite ee cicircrersed Rech Asaniteiaceiil ili tiie one Ninian otal 305, 000, 000 


A reinventory of the timber resources on the Soleduck distriet was begun 
in 1956. When completed it will mean that the entire forest has been’ rein- 
ventoried within a 4-year period. 


Waste material acquires value 


During the year extensive thinnings were made in a 30-year old Douglas-fir 
plantation in the Snow Creek drainage of the Quilcene district. Data will be 
assembled from these commercial operations to assist in the intensive manage 
ment of the thrifty, young timber stands that are replacing the Olympie’s virgin 
forests. The product removed was pulpwood. 

Sales were also made on each district, permitting relogging of cutover areas. 
Materials salvageable from such operations is used for pulpwood and related 
products. An increased tempo is expected in this desirable type of forest 
utilization. 

Working cirele inventories include only material of size and quality that is 
suitable for sawlogs or veneer: The harvesting of timber which is too defective 
or too small to meet the minimum requirements for such products increases the 
yield from the forest. 

Factors which affect industry’s use of this substandard material are Scarcity 
of available private timber, economics of manufacture, cheap transportation, and 
chemical properties of the material available for prelogging and salvage. 


Insects and diseases 


Although the forests ‘of the Pacific Northwest continue to experience severe 
insect and disease attacks, these epidemics seem to be localized. During 1956, 
Dougtas-fir and Pacific fir beetles appeared to be at a low ebb on the Olympic. 
While there is always some dying in overmature timber stands, no unnatural’ 
mortality was observed. The Chermes infestation currently on a rampage in, 
southwestern Washington appears not to have reached the Olympic Peninsula 
at this time. 


Trees for the future 


Since the first logging on the Olympie Forest many years ago, about 45,000 
acres have been planted or seeded; to assure prompt restocking of desitable 
species. During the fiscal year ending July 1, 1956, the Olympic reforested 
6,140 acres. Five thousand five hundred acres were hand planted with 2-yéar-old 
Douglas-fir seedlings. The rémainder was aerial seeded by helicopter. This total 
was 10 percent of all planting and seeding accomplished by the Forest Service 
during the past fiscal year. 

The majority of the Olympie’s planting is done by contract. As a result of com- 
petitive bidding for contracts, cost of this type of work on the Olympic has risen 
only $0.31 per acre (1.4 percent) during the past 3 years. 

At elevations more than 1,000 feet above sea level, 1956 Douglas-fir seed crops 
were either poor or coflection was hampered by lack of squirrel activity. Where 
cones must be harvested from mature trees, reliance is placed upon squirrels to 
cut the cones from the limbs and drop them to the ground where they may be 
collected by cone-collecting crews. The Olympic plans: to insure annual crops 
of desirable seed will be found under “Looking Ahead to 1957.” 


FOREST ROADS 


Ninety miles of forest roads were constructed on the Olympic during 1956. — 
The forest now has a total of 586 miles of road suitable for timber access. This 
represents approximately 27 percent of the estimated 2,150 total miles needed 
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.to make all timber producing land accessible. The entire road system will cost 
about $80 million. 

Purchasers of Olympic National Forest timber have constructed most of the 
existing access roads: When timber is appraised for sale, an allowance is made 
for anticipated road construction. This results in lowering the appraised prices 
of the stumpage involved. 

The Bureau of Public Roads has completed preconstruction survey work on 
a portion of the Lake Cushman Road. This road will furnish access to a large 
block of mature timber in the Quilcene working circle. It is to be constructed 
in part with appropriated funds during 1957. Preliminary survey work was be- 
gun in 1956 on a similar project to open the Dungeness drainage of the Quilcene 
district. Sinee construction of these roads increases the value of timber to which 
access is being provided, the Treasury of the United States will, in due time, be 
reimbursed for their cost. All such roads are available for other forest uses 
such as recreation, hunting and fishing. 

An abnormal December storm cascaded almost 16 inches of rain onto the pen- 
insula within 48 hours, causing considerable damage to access roads on the west 
side of the forest. Full extent of this damage will not be apparent until spring, 
but it is estimated that at least $50,000 will be required to restore the roads to 
their original condition. 

FIRE CONTROL 


The smokejumpers who so effectively corralled two 1956 lightning fires near 
the headwaters of the Dungeness River were the first jumpers to participate in 
fire-suppression activities on the Olympic National Forest. 

A successful fire season was experienced during which 10 man-caused and 4 
lightning fires were brought under control while still less than one-quarter acre 
in size. Although dry east winds frequently created severe conditions, a total 
of less than 3 acres were damaged by fire. 

A low number of man-caused fires and the nominal acreage burned provided 
evidence of the cooperativeness and carefulness of forest users. 


Detection by lookouts 


The fire-protection organization was strengthened by completion of a new 
lookout building on Hyas Peak, Soleduck district.. Hyas. provides detection for 
a major portion of the large area devastated by the Forks fire in 1951. Alert 
lookouts will be needed to promptly report any future fires which occur in this 
area. 

Artificial reforestation will be of no value unless fire is excluded while the 
burned-over land grows another crop of timber. 

Mobile lookouts were placed at strategic locations to cover areas of exceedingly 
high hazard. 

A small timber sale was made on the Quinault district to clear a_site for a new 
lookout in the Humptulips drainage. The Humpttlips viewpoint will overlook 
an area which is populated with elk and deer and from which about 30 million 
board-feet of sawtimber is harvested annually. 

Approximately 2,600 acres of logging slash were control burned in 1956. Some 
70 percent of all slash resulting from logging is burned annually in a planwise 
manner. This prevents an accumulation of slash fuel which could be uncon- 
trollable if a fire were to be started during critical weather. 

Care is exercised to avoid burning where soils are thin and easily damaged. 
Planned humidity measurements are made to determine when moisture conditions 
are such that a light burn will result. The Quinault.district obtained a light but 
complete burn on one unit of about 40 acres during August. 

Due to the very short burning period which most of the Forest experiences after 
the fall rains begin, it is planned to continue late spring or summer burning, when 
weather permits, in order to distribute the slash disposal workload more evenly 
over the available season. 
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OLYMPIC NATIONAL ForEST FINANCIAL STATEMENT, Fiscat YEAR 1956* 
RECEIPTS 


Receipts from sale or use of resources 


CI, nner arene este asl cate aoeemealaneiion $5, 107, 556 
CRE Cre ne ne ee eee 3,172 
ECORI UI aaa —o, -Dy Laide Cae 


1 Fiscal year extends from July 1, 1955—June 30, 1956. 
2? Figure on which 25 percent allocations to counties are based. 


EXPENDITURES 


Funds made available for operating purposes 


Operating | Investments 


eA 5 5. ip cess = sen weuntidb mpcineiidcstnded sehen pedis eae $213, 170 | SOdis SE. 
Pe I OTOOENINED oo icicuinine pneaAseueaindne o> anindipee ce oad AO, DA | oS co xpisnrtocs 
SIPREEpeeTIGes Ge Tero VeNneNee Se ee ee nn ccccnecune I Sistes pce 
Construction of new improvements.___._........---- SSS. SSI OIL AE | Ju webs siwe 4 $11, 526 
I a a il ad oat bac Lae senile aeghhiiicd 6 eae wees ; 
Road and trail maintenance !_................-.---.---.--.--- nice scien iia 9D GAB | nc once cn HL 
Road and trail construction !_____. a idccdbbeasacculdehbecenutadcasaniten tenabaiiedoanee 5 133, 327 
Timber atend improvements .®. .o56505.0:-.66- cn den ieds callus. 11, 787 129, 012 

I ag OT Mer ee ed Oe lS ee 334, 585 | 280, 795 

Combined total of expenditures.....................-..--.-.-------.--- 615, 380 

Excess of receipts over expenditures._._...............-.--------..-.-. 4,495,348 


1 Includes all moneys made available for forest use for roads (as result of congressional] action). 
3 Deposits by timber sale purchasers earmarked solely for timber stand improvement (reforestation, etc.). 


§ Receipts and.out-of-pocket expenses, per acre * 
Management: : : 
CT 5g oi ok i ee re $0. 54 


.Capital investments.........-................. ee is et . 45 
otal ber adéfes iui iscsi el ee col ein see aie 99 


Total receipts: 


Te percent td Tredsar ye i. los a ee i 6.17 

Be STORET. CO CUTIE IIR, ict 2s initen'otennminesocsinedeinaninneaae 2. 05 

100 percent...cne8 fe LU Lc a Ce es 8. 22 

Work performed for.the Forest Service by others 

Investment 

expenditure 

Tieaber wocess road cotisivuction <3 oo oe 5 ee aelaskumen $1, 400, 000 
Work performed for others by the Forest Service? 

Operating 

expenditure 

Brush disposal and extra fire protection._.._._....-_-_------.----_-_-- $121, 237 

Miscellaneous other....................- 20GB DA La 29, 547 

Pabteth. 036 is Se a ue a ee 2 8 150, 784 


1 Based on the 621,744 net acreage of Olympic National Forest land. 
2 Funds deposited by timber sale purchasers to cover cost of work. 
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LOOKING AHEAD TO 1957 


Construction will be started on several new camp and picnic grounds in 1957. 
Since existing campgrounds cannot meet present demands new facilities for this 
important use are necessary. 

A new recreational area is planned for the Soleduck valley. It will be known 
as Klahowya Forest Camp. At Lake Quinault a new campground called Ollalie 
will be developed to relieve overcrowding of the two small areas now being used. 
Recreational space at Mount Walker will be increased to provide better oppor- 
tunity to view the Olympic peaks and Puget Sound panoramas. 

Studies of big game populations and food habits will be continued in an effort 
to develop optimum use of the Forest by this resource, 

Development of a Douglas-fir seed orchard will be undertaken near Dennie 
Ahl Lookout, Shelton District. The purpose will be to produce seed of superior 
genetic qualities which is suitable for use at elevations from 2,000 to 3,000 feet 
above sea level. Seed crops have been poor or unavailable at higher eleva- 
tions ; the seed shortage will become more acute unless action is taken to assist 
nature. 

Thinning of young growth stands and salvage sales of material ordinarily 
‘wasted will continue to be made as demand for this material increases. 

One increase in the forest’s allowable annual timber harvest has already been 
approved. Following addition of 68,000 acres of private land to the Shelton 
sustained yield unit, the permitted annual harvest in the unit was increased from 
100 million to 135 million board-feet. This increased allowable cut will start in 
1957 and continue through the second decade of the unit. i 

The reinventory of Soleduck district will be completed in 1957. This data 
may bring about other adjustments in allowable annual harvest. The informa- 
tion will not be available in time to affect the 1957 harvest. 


FOREST ORGANIZATION 


. Recruitment of qualified personnel is a major problem on the Olympic. The 
available supply of young foresters is not great enough to meet the vacancies 
created by transfers, promotions, resignations, and tours of duty in the Armed 
Forces. 
f Forest directory 
Position, name, and address : 
Supervisor: Mason B. Bruce, Post Office Box 187, Olympia, Wash. 
_ District ranger, Soleduck: Sanford M. Floe, Star Route No. 1, Box 31, Port 
Angeles, Wash. : 
District ranger, Quilcene : Harold Nyberg, Quilcene, Wash. 
‘District ranger, Shelton: Wilmer D. Bryan, Post Office Box 599, Shelton, 
Wash. 
District ranger, Hoodsport : Donald A. Warman, Hoodsport, Wash. 
District ranger, Quinault : Robert Torheim, Quinault, Wash. 
These men and their staff manage your forest. They will be happy to assist 
you in using the many resources of the forest. 


D. TrmMpBerR SALES PROCEDURES 


From the commencement of the timber sales program about 1920 the Bureau 
of Indian Affairs has followed a rather consistent timber sales policy. A large 
area would be selected to place under contract, the allottees would grant a power 
of attorney, and the sale would be made. 

When railroad logging was the pattern for development of large uncut stands, 
large sales were necessary and the Bureau used this approach to sell timber. 

However, in 1947 the Bureau proposed to place under a 40-year timber contract 
the entire unmarketed portion of the Quinault Reservation, 107,000 acres of a 
gross area of 190,000 acres. This did not materialize, and this area was divided 
into four units and offered for sale in 1949. One bid was received on one area, 
Crane Creek, submitted by Rayonier, Inc. Later the company forfeited its de- 
posit and failed to sign the contract. This area was readvertised in 1952, after 
revision of contract terms and rates and, again, Rayonier was the sole bidder, 
taking the contract at the appraised rates. The contract runs for 34 years and 
involves an estimated 614 million feet. 
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In the meantime, two other units were subsequently sold by negotiations in 
1950. One 41.7-million-foot contract, Boulder Creek, which was just closed Janu- 
ary 14, 1957, was secured at the advertised rates by the Wagar Lumber Co. It 
has cut out 43 percent above the estimate. 

The other area, the Taholah unit, covering 545 million feet and running for 
29 years, was secured at the appraised rate by the Aloha Lumber Co. 

The. Queets unit, which covered an estimated 467 million board-feet on 45,000 
acres, was not bid upon and to this date has not been sold. 


THE ALLOTMENT THEORY 


Under the allotment theory each Indian was awarded property, usually held 
in trust by the Government, with the understanding that a patent in fee of all 
encumbrances would be issued later. Release of land from trust status has 
usually been based on a finding that the allottee was competent to manage his 
affairs. 

However, from the outset, the patent-in-fee concept created some problems 
in the management of the remaining lands by the trustee. As a result, in this 
reservation, which was allotted commencing at the turn of the century, there has 
been only 15,000 acres patented up to 1955. Considering the fact that only 370 
minor and adult Indians reside on the reservation, and its total unfitness for 
agriculture, it is particularly interesting to note that the reservation is virtually 
intact. ‘ 

The Bureau solved the patent-in-fee problem up to 1955 by denying the Indians 
the right to secure a patent in fee. Technical legal reasons that might be ad- 


vanced, and points on competency aside, the basic position has been that the - 


sustained yield forest management of the reservation would be disrupted by 
granting patent in fee to competent Indians. 

In fact, the Bureau, particularly in the three contracts sold between 1947-52, 
had developed a strict policy under which an allottee who declined to sign a 
power of attorney and participate in the proposed sales was advised that he 
would not be permitted to sell his timber on an individual basis until the proposed 
contract was terminated. This had the practical effect of forcing the allottee ‘to 
choose between income on terms secured by the proposed contracts, or no income 
at all for up to 34 years. 


Against this background, the timber sale procedure can be further considered. 


THE PRESENT CONTRACTS 


In developing the current contracts, the Bureau of Indian Affairs relied on 
cruises made in 1916. Its estimates of cost of production and timber quality 
were also very rough. No estimates of road construction or forest improvement 
costs are made nor was provision made to secure reforestation of the cutover 
areas if natural regeneration failed. The timber purchaser decides where, when, 
and how he will log and build roads; thus, in effect, he controls the effectiveness 
of forestry activities that may be secured during logging. 

Logging contracts progressed across the reservation to the north and west from 
the southeastern boundary. On the earlier contracts, logging would start at one 
end of the contract and proceed like a scythe to move to the other end. For 
example, a 1922 contract just terminated had practically ne provision to insure 
logging, according to forestry techniques to be set forth by the Bureau of Indian 
Affairs, : 


The 1950-52 contracts show some improyement. Section 22 of the Crane 
Creek contract says: 

“It is mutually agreed that the purchaser shall have all reasonable latitude 
in his logging operations consistent with the requirements of selective logging 
and other requirements of this agreement * * * In order to assist in meeting 
these rquirements * * * the purchaser agrees to submit a plan of his logging 
operations for each contract year * * * satisfactory to the area director. The 
purchaser .further agrees he will undertake no logging * * * until the area 
director shall have approved the plan * * * no departure * * * without the 
consent, in writing, of the area director.” 

In considering this language it must be borne in mind that these Indian con- 
tracts are quite different from adjacent Forest Service contracts. On Forest 
Service sales the location, size, and form of the blocks to be cut under the contract 
are laid out on the ground by the Forest Service prior to the sale, and in many 
instances the road has been surveyed. These sales, which are staggered settings 
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er block-cutting sales, insure that complete management control rests in the 
Government. The purchaser is required to join with the Service in preparing a 
logging plan for the blocks designated by the Service for cutting. A Forest Serv- 
ice sale of 40 million feet might involve the cutting of all the timber on 650 acres 
dividing into 10 to 12 settings on a gross forest area of 2,000 acres. 
On the other hand the Bureau of Indian Affairs sales are for an entire area of 
30,000 acres or more, and all of the timber on the contract area is to be cut. The 
Bureau of Indian Affairs sales differ from Forest Service sales also because it is 
the purchaser who actually decides where the roads will be located, whether or 
not staggered settings will be used, where they will be located, and how large 
they will be. Although the Bureau of Indian Affairs withholds 10 percent of 
receipts for timber sales management purposes, it does few of the things asso- 
ciated with timber management. : 
Long-term sustained yield timber management requires the installation of a 
properly located and constructed road network. The Bureau of Indian Affairs 
does not even have a qualified road engineer assigned to the reservation. - The 
‘ companies make the decision on road location and standards to suit their logging 

needs. This is not to imply that the results may not turn out to be satisfactory to 
* promote long-term management, but to note, that if this is a result, it is an 
accident. Where the permanent road might be needed there may be only a 
temporary spur. Instead of a series of high-standard roads, the companies may 
put in roads and bridges useful for only a portion of the contract life. 

It is the companies that decide when a particular tract will be logged, the size 
of the setting, and its layout. Many basic elements of forest management are 
involved in the decisions made, but the Bureau of Indian Affairs has, at best, 
only a vicarious participation in the development of a forest program. 

A brief mention of the 100-year agreement between the Forest Service and the 
Simpson Logging Co. on the Shelton unit of the Olympic National Forest indi- 
cates the difference in approach. On this unit the Forest Service retains the 
management decision on their own lands as to the routing of roads, standards, 
and the location, layout, and timing of timber-cutting areas. 4 

Under the Bureau of Indian Affairs contract language, there is a negative 
type of approach; the Bureau of Indian Affairs can theoretically reject a log- . 
ging plan submitted by a company until the plan conforms to their view. It 
would be better to utilize a more positive approach in order to harmoniously 
achieve the legitimate objectives of both the Bureau of Indian Affairs as a 
manager of the Indian’s timber and the company as a purchaser. 

One step that might well be considered is the advance planning of the main 

line road network by the Bureau of Indian Affairs in cooperation with the 
purchasers. The Bureau of Indian Affairs might also wish to provide for stage 
construction of roads a year or so in advance of cutting, and to develop procedures 
which assure main-line road construction at the lowest possible cost. With the 
road network pattern agreed upon, the Bureau of Indian Affairs could then, 
in cooperation with the purchasers, lay out the exact areas to be cut in advance of 
the cutting year. This action, coupled with an up-to-date cruise of the area to 
be cut each year, made just prior to cutting, could provide a much firmer base 
for current pricing arrangements. This would allow the price to better reflect 
the value of each allottee’s timber and provide a better basis for the purchasers 
to assess the proposed price for the coming year. 
‘ ‘This procedure would also provide for retracement of allotment boundary lines 
and their accurate establishment prior to cutting. This is an expense that 
amounts to less than one-half of 1 percent of the value of the timber, but it is 
basic to the protection of the allottee’s interest. While the contract presently 
calls for the purchaser to retrace lines, the cost of this operation falls upon 
the Indians because it is a charge against the timber. However, the Bureau of 
Indian Affairs also deducts 10 percent of the value of the timber to cover their 
eosts. Thus, if the Bureau of Indian Affairs performed the surveys or had the 
Bureau of Land Management cadastral engineers do it, and charged it to manage- 
ment expense, the cost to the Indians would be the same as when it is allowed 
in the timber sale price. ; 

The institution of these basic management controls would result in the follow- 
ing improvements : 

(a) Location of cutting areas so as to promote cutting practices that 
would best insure natural regeneration. 
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(b) Better data on the timber to be cut in the immediate future so that 
prices would more nearly reflect the value of that timber, 

(ce) A road network plan which would provide for orderly development. 

(d@) Advance planning of allotments to be cut. 

On pages 456-457 of the staff report, there is reproduced part of a Bureau of 
‘Land Management timber sale form which demonstrates how the settings on 
blocks to be cut in a Bureau of Land Management sale may be subdivided to 
provide an estimate of the value for each cutting unit or subsale. Associated 
with these tables is detailed descriptive data showing how the information may 
be developed. Thus it can be seen that techniques to accomplish the valuation 
procedures suggested are available. In actuality, the Forest Service, too, has 
similar procedures developed for use. 

According to the Bureau of Indian Affairs, one of the sticky problems involves 
the prorating of main-line road costs in appraisals. The Bureau of Indian Af- 
fairs maintains that these costs must be shared. An allottee who has only 1 
million feet on his 80-acre allotment may have one-half mile of main-line road 
across his allotment, while another with a 5 million feet may have none. To 
charge the first allottee for all of the cost for the road crossing his allotment 
might be unfair. 

The concept of prorating main-line road costs over all of the timber served 
by the road is that normally used by other Federal agencies when they enter 
into road-use agreements with one or several private landowners. However, 
roads which serve only the timber of one owner are chargeable to that owner. 
It would appear that the Bureau of Indian Affairs, which has been applying 
the concept of the timber volume sharing the cost of the roads, could refine the 
procedure sufficiently to make it conform to the pattern used by Federal agen- 
cies in its agreements with private owners. While it is true that the five-hundred- 
odd allottees in these two contracts appear to present some special problems, they 
are no more complicated than the situation where 2 or 3 owners are involved. 

At present the Bureau of Indian Affairs totally lacks even a rudimentary esti- 
mate of the number of miles of road and the cost of the road needed to provide 
a main-line system. Thus, it is difficult to ascertain the soundness of the present 
charge assessed against the individual allottees. 


THE UNCUT TIMBER 


In the so-called Queets unit, as elsewhere, the Bureau of Indian Affairs is fav- 
orably entertaining requests for patents-in-fee. When these are granted, unified 
land-management opportunities may be reduced. In addition, the holders of 
the patent-in-fee may, of course, subsequently sell their holdings and the develop- 
ment of an overall road network and the resolution of rights-of-way becomes more 
difficult. For example, the holder of the title to a key tract may attempt to ex- 
tract a heavy toll for crossing his property, while at the same time he may not 
need to secure access across other allottee’s lands. As a result, it is conceivable 
that the Bureau of Indian Affairs may have to utilize condemnation proceedings 
to market the timber of allottees whose lands remain under Bureau of Indian 
Affairs jurisdiction. Presently, there is no provision in patents to insure each 
allottee or landholder ingress and egress except as may be provided in State law. 

Inasmuch as virtually all of the land in this unit is forested and agricultural 
or other development is unlikely, attention is needed to the best procedure to 
accomplish the fee patenting of these lands, if this is to be the procedure. 

The present procedure is one that lets nature take its course. However, due 
to factors beyond their control, the allottees whose timber:and land is in this 
area have failed to secure any income from its since the beginning. 

Nor does it appear that the present patent-in-fee procedure will completely cure 
the situation. One solution might be the construction of sufficient access roads 
into the unit to give some semblance of equal marketability to the timber, the cost 
of the road to be a lien agains the timber. At the same time, the patents might 
be drawn to insure accessibility so that no individual landholder is “blocked” 
from ready and proper use of his land. 

It is suggested that the Bureau of Indian Affairs be requested to present its 
plans and program in this area so that an accurate assessment can be made of the 
course of action being pursued. In addition, the committee should be made aware 
of the way patents-in-fee are being handled so that the results can be considered. 
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BD. Sustarngp Income Versus Sustarnep YIEuD 


Since 1920 16. timber-sale contracts for, more than 2 million feet. and 69 for 
‘less than this amount have been entered into on the Quinault Indian Reserva- 
tion. Based on the volume cut in terminated contracts, 2.237 billion board-feet 
have been cut. There remains an amount under contract which, based on over- 
cutting in previous contracts, will produce 1.7 billion feet and also, based on pre- 
vious cutting records, there is 700 million feet in the so-called Queets unit area 
which is not under contract. For all practical purposes there is but 700 million 
feet of the 4.6 billion feet on the reservation which has not been cut or placed 
under contracts reflecting a policy that dates from 1920. 

Between 1920-30 8 contracts, that produced 2.1 billion feet, were made. Six 
of. the contracts were for sizes from 180 million to 648 million feet and they ran 
for from 10 to.25 years. Two contracts produced about 25 million feet each; one 
was cut in 3 years, while.the other ran for 20 years. 

Between. 1930 and 1942 there were no new sales. Between 1942-51 4 sales 
producing between 2.9-4.4 million feet were made, while in 1950-52 three large 
sales were made. One ran for 6 years and the cut produced 57 million feet. The 
other 2, the Crane Creek and Taholah contracts, which ran for 34 and 29 years, 
are for 614 and 545 million feet, respectively. In addition, the Bureau of Indian 
Affairs reports 69 very small sales have been made: since 1922, which are not 
commercial in size. The cut is a total of 19.1: million feet, or an average of 
about 25,000 feet a sale. 


VERY LARGE LONG-TERM SALES PREDOMINATE 
Only 4 percent of the timber sold to date has been in sales of less than 90 


million feet. Ninety-six percent of the timber has been sold in sales ranging’ 


up to 650 million feet. There is a good likelihood that the 2 presently operating 
contracts, Crane Creek and Taholah, will cut over 900 million and 800 million 
feet, respectively. 

For all the sales over 90 million feet, average sale size has been about 475 
million feet with contracts running for 10 to 34 years. 


SALES TIMING AND EFFECT UPON INCOME 


Between 1920-27, 2 billion feet were put under contract, and until 1950 vir- 
tually no new sales were made. Under the sales method used, only those al- 
Jottees whose timber was under an active contract had an opportunity to secure 
income from their allotments. The sales method used by the Bureau of Indian 
Affairs provided for payments to allottees in four installments. In the early con- 
tracts three equal payments of 10 percent of the estimated value of the timber 
was paid to the allottees when the contract was signed, at the third year, at 
the sixth year. Whenever all of the timber on the allotment was cut full pay- 
ment was made. 

If an allottee’s timber is not under contract, he has no opportunity to re- 
ceive income. Thus, for all practical purposes, the distribution of income to al- 
lottees has been severely limited. In the current contracts the advance payments 
provide for payment to the allottees of 50 percent of the estimated value of the 
timber within 6 years and the balance when the timber on each allotment is cut. 

The net result of these policies has been to minimize the opportunity for 
regular annual income for the allottees whose timber was under contract and to 
effectively preclude the other allottees from realizing any income. 

In addition, there have been wide variations in the total income received 
annually, 

If all of the contracts were cut at an equal rate over their effective life, a dif- 
ferent income pattern would have resulted than the actual cutting record 
produced, 
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In the period between 1924 and 1930 income averaged $356,000 a year, and it 
was not until 1952 that the peak income of that era was again reached: When 
it was, it resulted from the sale of one-half as much timber as was required 
in 1927. Incidentally, it is pertinent to note here that 1952 timber values for 
national forest timber were at least five times above their 1927 rates. In addi- 
tion to the fluctuation in volume of timber eut, there has been a tremendous 
change in timber values. The drop experienced in the 1930’s was not as great 
as the increase in value that has occurred since then. 


FOREST MANAGEMENT 


The method of operation selected for a “sustained yield forest management 
plan,” however, has not resulted in the various allottees sharing in or securing 
a sustained income: When this result is viewed, against. the tone. of opera- 
tions on the reservation, there is some reason to also raise a question as to 
whether the goals for sustained. yield forest management have been achieved. 

The wide variations in acreage cut each year indicate that it will subsequently 
be difficult in the next rotation to obtain an equal annual harvest. ‘This is con- 
firmed by a Bureau of Indian Affairs management plan for the reservation. 
The problem has been compounded by the fact that 22,400 acres of the 60,000 
acres cut over to date has been burned and, in some cases, 2 or 3 fires have 
swept the same area. The later fires had the effect of setting back regeneration. 


‘In addition, cutting was also very heavy, in the 1922-30 period: The result is 


that the age class distribution needed for a stable balanced sustained yield cut 
cannot be attained for the second rotation. 

Further, while the original reservation contained over 50 percent cedar the 
cutting and regeneration pattern and the rotation planned will convert the stand 
to a hemlock pulp producing rotation. The Bureau of Indian Affairs believed 
that pulp production would produce the best income for the owners. 

From, an income-producing standpoint many of the allotments are in no better 
shape now than they were originally. Where at first their problem was isola- 
tion due to lack of roads, it now is that many of the more accessible mOCEAaTS 
do not havea satisfactory stocking to produce a timber crop. 


THE IMMEDIATE PROBLEM 


The reservation is divided into essentially three areas: cutover areas where 
timber contracts are terminated, 60,000 acres; areas under contract and par- 
tially cut over, 65,000 acres; and areas not under contract and presently uncut, 
45,000 acres. 

Those allottees whose timber is in the last-named area have never received 
any income from their proper ty. The allottees whose timber is presently under 
contract have received income equal to about 30 percent of the value of their 
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property. They will each get all of the income they will realize when their 
timber is cut. Thereafter, another 60 years or more will elapse before substan- 
tial revenues can be expected. The allottees whose timber has been cut in earlier 
contracts likewise will not receive substantial income again for periods from 
30 to 70 years in the future. 

The Bureau of Indian Affairs manual states : 

“Indian lands are private property held by the. United States in trust for 
the Indians. They must be managed for the best interests of the Indian owners 
and in accordance with applicable statutes enacted by Congress. Moreover, by 
reason of the fact that the Indian forest property is so closely involved with 
the welfare of the Indian people, any plan of forest management which is devised 
must take into cognizance the general Indian problem and be coordinated with 
the whole Indian Bureau program of social and economic betterment.” 

The first objective of management is— 

1. To maintain a forest that will yield a continuous income for the Quinault 
Indians by stumpage values received from sale of timber or their allotments as 
well as wages from employment in woods operations. 

The method used for distributing income to the allottees has not achieved 
this objective. Since most of the allottees do not reside upon the reservation 
or work in the reservation forest, they have not developed substantial income 
from employment. 

If sustained yield management is to be continued, provision should be made 
for sustained yield income. The Bureau of Indian Affairs puts forth the 
proposition that the income distribution scheme represents the desires of the 
Indians. This proposition is open to question. For many years the regula- 
tions in the Code of Federal Regulations have provided that long-term sales 
of timber involving allotted lands will provide for advance payments of 10, 15, 
and 25 percent off the estimated value of the timber at the first, third, and 
sixth year of the contract, with the total value of the timber to be paid when 
it is cut. The codification of this policy in regulation for over 30 years appears 
to more nearly represent the view of a Secretary of the Interior of the best 
plan for payment, rather than one agreed to by the Indians on a national or 
even a local basis. It differs vastly from the procedure used on tribal land 
where per capita annual payments are the prescribed rule. Thus, it is difficult 
to come to the conclusion that these provisions reflect the desire or needs of 
the Indians. 1 

In managing the allotted land and allotted timber, the trustee had adopted 
the policy of sustained yield. This means that the present owner is not en- 
titled to all the income that could be obtained by mining the timber. However, 
in actual practice, this has happened on this allotted reservation. The heirs 
to allotments that have been cut over must wait 60 years or more to realize 
income from the land, while the beneficiary who held the land at the time the 
timber was cut has received all of the revenue that will occur during the rota- 
tion period. If he, in turn, has spent the money unwisely, there is no interim 
income for his succesors. If there are problems for the allottee, there can be 
no doubt that the problems of the trustee are growing, rather than diminishing. 

The allotments in this reservation were made on an 80-acre basis, under the 
theory, which was then accepted as a fact, that such land when cleared of 
timber was thereafter suitable for agriculture. The allotments were also made 
with the idea that this was a step precedent to a patent-in-fee. 

The land is not agricultural, and even if it were there would be no assurance 
that the Indians would desire to become farmers. Further, the Indians have, 
in the past, either been unable to secure a patent-in-fee, or did-not desire one 
because it made the allotment subject to taxation. ' 

Superimposed over these facts has been the operation of the entire reserva- 
tion as a sustained yield property, without any provision for equal opportunity 
to have participated in income. . 

No quick or easy solution appears practicable; 65,000 acres are under two 
long-term timber contracts, 60,000 are cutover and of limited present commeri- 
eal value, while 45,000 are uncut. 

The only possible approach is one that takes into account past events and 
seeks independent but integrated solutions for the three distinct land condi- 
tions. 

Basic to the determination of whether a sustained income is a desirable goal 
is a policy determination as to the future operation of these properties and the 
role the trustee should play. 
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Senator Neunercer. I want to say to the interested parties here, par- 
ticularly those from the Bureau of Indian Affairs, that it is my present 
intention, as nearly as the plans of God and man will allow, that the 
subcommittee stand in recess until Thursday, May 2, at 10 o’clock.. Un- 
less other events conflict, we will meet then, and hope to have as our 
first witness the representatives of the Bureau of Indian Affairs. 

We now stand in recess until that date. : 

Thank you very much, Mr. Wolf, for a very complete presentation. 

Without objection, there will be included in the record several Jet- 
ters which have come to Senator Henry M. Jackson and myself with 
respect to the Quinault Reservation. 

(The letters referred to follow :) 


TACOMA, WaSH., April 9, 1957. 
Hon. Henry M, JAcKson, 
United States Senator, 
Senate Office Building, Washington 25, D. C. 

DeaR Sir: In reply to your letter of April 3, 1957, I desire to make the follow- 
ing statement for presentation to the committee. 

1. Mr. Vincente of the Rayonier Lumber Co. has indicated that the timber on 
my allotment is not of the quality nor the specie suitable for their operation and 
that in all probability would never be logged by Rayonier Inc. I therefore am 
offering to refund the advance payment made by Rayonier Inc. and I am asking 
the Secretary of the Interior to release my allotment from the Rayonier contract. 

2. I have seen the operations map of the Rayonier Lumber Co. as pertains to 
the Crane Creek unit. This map indicates to me that: 

(a) Only the choice allotments are being logged at this time, or are sched- 
uled to be logged in the near future. 

(b) The third and fourth grade timber is being left standing to provide 
for reseeding. 

3. A great many of the allottees in the Crane Creek unit have reached or have 
passed middle life and have realized very little from the Rayonier sale and under 
the present contract will receive such a very little to be of no consequence in their 
lifetime. 

4. I also wish to point out that the mechanics of the plan for renegotiation of 
Stumpage to log prices as it was presented to me, in effect does not give the In- 
dian the benefit of the peak of market prices, because by the time the new prices 
are placed in effect the market has changed. And of course in order for any 
price to be effective the timber must be cut and moved to the mill site. 

5. Finally, I would like to offer a suggestion in order to arrive at the true 
conditions of the allottee’s in the Crane Creek unit, a questionnaire could be 
prepared and forwarded to the some 500 persons allotted to determine their indi- 
vidual needs and desires, and the manner in which the Rayonier contract affects 
them. : 

6. On March 4, I wrote the Bureau of Internal Revenue and the Bureau of 
Indian Affairs, requesting information as to what income taxes I would be re- 
quired to pay on an allotment after a patent fee had been granted: 

The Bureau of Indian Affairs could not advise me. The Bureau of Internal 
Revenue acknowledged my letter and stated that research was necessary to 
properly answer my question. Can the committee provide the answer to my ques- 
tion, as it may prove embarrassing to some Indians who have obtained patent fees, 
and sold their timber under the belief that they are not required to pay income 
tax, and someday suddenly find themselves facing a difficult situation. It seems 
to me, information of this kind should be readily available at all levels and in 
both Government agencies so that the Indian can be properly advised to avoid 
a lawsuit or prosecution on income tax evasion. 

I sincerely hope this letter will be of some assistance and I wish to reiterate my 
sincere thanks for the interest shown and I ean assure you that we will remem- 
ber your efforts in our behalf at the proper time. 

Yours truly, 


Maj. Wirrrep D. Perrr. 
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TAHOLAH, WASH. 
Renbien ensenene. 
Chairman, Senate Indian Hbchase 


Dear Sir: I am 60 years old and I started working in the woods when I was 
17. I'am a Skokomish Indian from Mason County, Wash., and my wife, Daisy 
‘Slade, is allotted in the Crane Creek unit. I worked for the Phoenix Logging 
Co.. climbing and hooking; then for Simpson Logging Co. for 20 years, falling, 
bucking, climbing, and everything else in the woods. .I also worked for Mor- 
rison’s camp highclimbing and other jobs. Finally, I wound up as camp fore- 
man for Jackson Bros. Legging Co. (Jackson Bros. held subcontracts from 
Rayonier, Inc.), James and Jean,-sons of Cleveland Jackson, logging within the 
Quinault Indian Reservation. I have supervised in almost every part of the 
reservation and find that the timber is a very high grade within the Crane 
Creek unit. : 

In all the years I have worked in the woods I have seen a lot of timber. Some 
of it has been good and some very poor. During all these years I could tell a 
sound cedar tree from a hollow tree. Any good man in the woods can do that 
I can tell a high grade tree. 

This Crane Creek unit contains timber of as high quality 1s any timber in the 


Pacific Northwest. Some of it is the best cedar I ever saw, and in all my years 


with Simpson I never saw any cedar as good. If you find cedar up high it’s 
mever as good as the run of cedarin the swamp and low country. 
ARCHIE SLADE. 





RAYMOND, WASH. . 
Senator NEUBERGER, 
Chairman of Senate Interior Committee. 

Dear Sir: In my testimony of today, April 12, 1957, I failed to make the fol- 
lowing requests. 

That the buyer be made to pay the same prices as the prices paid to National 
Forest Land Management. Also that for future reference of possible ways of 
handling Quinault Reservation timber and still maintain a sustained yield. 

1. That the Federal Government take title to timber only, paying the Indian 
a sustained percentage of the value of timber, on an up-to-date value and cruise 
with the Indian having his choice own appraiser or cruiser. 

2. A corporation be formed to handle timber for allottees, sustaining a steady 
income, also maintaining a sustained yield. 

8. That a co-op be formed, that Indians be given preference of employment. 
This plan would also maintain a sustained yield and steady income. 


CLAUDE WAINE. 


; HoquIAM, WASH., April 3, 1957. 
Hon. RicHARD NEUBERGER, . 
United States Senate, 
Washington, D. 0. 

Dear SENATOR NEUBERGER: Current newspaper reports indicate that a hearing 
is'to be held by your Interior Subcommittee on April 11, regarding prices paid for 
timber on the Quinault Indian Reservation in Washington. A couple of my 
clients have indicated an interest in testifying before your committee and may 
have contacted you regarding this matter already. 

In view of your present efforts to determine the equities of the situation insofar 
as the Indians are concerned and since it is impossible for me to be personally 
present at the hearing, I wish to at least explain a few of my views on the matter 
at this time. 

Being in the center of the logging industry in Washington I have had many 
occasions to represent both loggers and timber owners in various transactions. 
The loggers whom I have represented have all been small gypo outfits that were 
incapable of handling any purchase of timber sales on a basis of more than a few 
hundred acres at a time. The costs involved and the deposits necessary have 
made it impossible for any but the 3 or 4 large operators to bid on some of the 
sales that have taken place. At the time 1 large tract was put up for sale in 
about 1952 in so large a size that it was obvious to all concerned that there was 
only 1 possible bidder in the vicinity, I inquired of the Indian Service officials 
in this vicinity as to why these parcels could not be broken up and pointed to 
them the fact that the Indians could and would receive from 50 percent to 100 
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percent more for stumpage than they were realizing on the sale in 1 large block. 
The answer which was given to me at that time was that it was impossible for 
the Indian Service to even contemplate the sale of timber in small blocks be- 
cause of their limited budgets for staff personnel to handle these sales and that 
the only way that they could be handled was on a large-scale basis. They seemed 
to readily agree that the Indians could receive more money if there was a method 
of providing funds to see that the sales were conducted in a manner that would 
bring the largest portion to each individual Indian landowner, but they pointed 
out that their hands were tied by the appropriation made available by their super- 
visory staff. ; 
I checked with the Forest Service officials regarding Forest Service sales and 
their answer was essentially the same, that they realized that they could obtain 
a much better price on small sales, but that they were permitted to spend only 
so much money in supervising the sales and that the amount allowed was only 
sufficient to cover one large sale and not to cover all of the detailed work involved 
in numerous small sales. Both the Indian Service officials and the Forest Service 
officials maintained that they were not permitted to utilize a portion of the sale 
funds to cover such additional costs even though they could obtain a better price, 
but that all of their administrative expenses had to come out of funds ap- 


‘propriated to their office as a separate and distinct appropriation. 


I wish to point this out to you at this time prior to the hearing so that perhaps 
there could be an understanding as to the basic reason behind the lack of proper 
management of these timber lands that cannot be blamed upon anyone except 
perhaps an overzealous attempt to protect Indian funds to the extent that they 
could not even be spent for the costs of the attempts to transfer these assets into 
cash for the benefit of the trust recipients. 

I would seem to me that the only solution would be either to see that the proper 
departments are allocated sufficient funds as a specific fund to be used for the 
purpose of arranging timber sales, or that a certain percentage of the trust funds 
be permitted to be used at the time of a sale in order to cover the costs of proper 
preparing such a sale that the — possible bidder could be obtained. 

Yours very truly, 
LESTER STRITMATTER. 


Senator Neusercer. The subcommittee will now stand in recess until 
10a. m. on Thursday, May 2. 

(Whereupon, at 4:40 p. m., the subcommittee was recessed, to re- 
convene at 10 a.m., May 29, i957. ) 
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WEDNESDAY, MAY 29, 1957 


Untrep States SENATE, 
SUBCOMMITTEE ON INDIAN AFFAIRS, 
OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 

The subcommittee met at 10 a, m., pursuant to recess, in room 224, 
Senate Office Building, Hon. Frank Church, presiding. 

Present : Senator Church. 

Present also: William H. Coburn, special counsel to the subcom- 
mittee; James H. Gamble, professional staff member; Robert Wolf, 
consultant. 

Senator Cuurcu. The hour of 10 o’clock having arrived, the sub- 
committee will come to order. 

The Senate was in late session last night and is resuming early this 
morning. Owing to the irregularity of the session hours, Senator 
Neuberger is not going to be able to be present this morning to con- 
duct these hearings. We wanted to accommodate the witnesses who 
have come from out of town, and who are now herein Washington, 
so we have scheduled the meeting. I will pinch-hit for Senator Nen- 
berger. 

The hearing this morning will consider the Quinaielt timber sales 

olicy. ; 

, It is my understanding that Mr, Paul Smith is here, president of 
the Aloha Lumber Co. 

Mr. Smith, if you will come forward, we will be happy to have your 
testimony at this time. 


STATEMENT OF PAUL SMITH, PRESIDENT, ALOHA LUMBER CO., 
TAHOLA, WASH. 


Mr. Smiru. I have written several letters, but I realize it is pretty 
hard to keep track of all of them. I prepared a little 4-page brief that 
will not take over 10 minutes to read. 

Senator Cuurcn. Proceed. 

Mr. Smiru. This is addressed to Senator Neuberger. 

When the present investigation started on Quinaielt Indian Reser- 
vation stumpage values, prices of logs, lumber and shingles were 
much higher than thiey are today. I appreciate the sincere work that 
went into the appraisal of our Taholah stumpage several months ago, 
but, if we are to take in enough money to pay our bills and remain 
solvent, we have to reappraise these figures in the light of present 
market conditions. 

Previously I have sent copies of the Crow Weekly Market Letters 
which are recognized authority showing decline in prices in the past 
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year. The decline is even greater now than when I first started send- 
ing these and the latest report of May 17 shows a decline for the in- 
dustry average of 75 items amounting to $13.82 per thousand. This 
includes cedar as well as the other principal items manufactured. 

I have also called attention to the decline in shingle manufacture 
- and have sént reports of the Shingle Bureau dated April 17, 1957, 
showing total shingle production in 1956 only one-half of what it was 
in 1940. I have a few extra copies of this report which I am attach- 
ing to your letter aswell as to,some of the copies: For the year end- 
ing October 31, 1955, our average lumber sales were $165.88 per thou- 
sand and the shingle sales were $8.17 per square. For the 5 months of 
our fiscal year ending March 31, 1957, the average lumber sales were 
$133.43 per thousand and the shingle sales $7.55 per square. In the 
face of these declines, we certainly cannot stand an increase in stump- 
age prices but should have the reductions as provided under the con- . 
tracts which are adjusted each quarter. 

. To show you how our present situation works out for the different 
pee’ the best deal we can make on hemlock and white fir logs is f. 0. b. 

lagen’s Mill in Hoquiam, $40 for No. 3, $42.50 for No. 2, $52.50 for 
No. 1, $57.50 for peelers. From July 1, 1956 to May 1, 1957, our per- 
centage of grades on hemlock was 27 percent No. 3, 65 percent No. 2, 
8 percent No. 1 and peelers combined. Applying these prices, we get 
an average of $42.82 per thousand delivered at Blagen’s Mill. When 
you consider the fact that we have no dumping or rafting to pay at 
Blagen’s Mill but would have to pay $1.90 per thousand over the port 
dock or most public dumps on Gray’s Harbor or Puget Sound, you 
will see that this price is right in line with the western hemlock aver- 
age of $44.63 as stated in Indian Department letters of April 17 and 
May 16, in which they notified us of our stumpage rates. 

Tn fact, if we add $1.90 to $42.82 we would have $44.72 per thousand. 
Our actual cost of putting these logs in there today is as follows: Our 
$33 average log cost includes the cost of trucking logs to Aloha and 
the cost of reloading all.pine, hemlock, white, fir, and spruce, These 
costs total $6.80, which leaves a cost of $26.20 for loading on our trucks. 
This includes all legitimate logging costs such as overhead, supplies, 
and labor... The.cost.of trucking direct.to Blagen’s Mill from-our land- 
ing is $13.14, a total of $39.54. This leaves $3.48 to apply against 
stumpage and does not allow anything for profit and risk. Our truck- 
ing rate was given us by the State.official who handles such matters and 
we have no cheaper way of delivering the logs.. Even at the old stump- 
age rate, we would be losing several dollars per thousand on hemlock. 

Taking our percentage of average grades on white fir our average 
sales price today would be $43.83, which would leave $4.49 to apply 
on stumpage with nothing allowed for profit and risk, 

On ‘spruce the best we can get today rafted in the water at. Port 
Dock, Gray’s Harbor, is $45 for No. 3, $47.50 for No, 2, $65 for No. 1 
and $90 for selects. 

The attached statement shows 23.02 percent No. 3, 52.66 percent No. 
2, 24.33 percent selects and No. 1 combined, _ This makes an average 
price of $53.86 per thousand. Our costs delivered to the Port. Dock 
are $2.60 per thousand higher than on hemlock to Blagen’s as ‘the . 
trucking is 70 cents more and the dumping. and rafting $1.90 per 
thousand. That makes our total cost in the water at the. Port Dock 
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$41.94 which leaves $11.92 to cover profits and risk and stum 

Regarding Idaho pine, we don’t sell the logs but do sell the lumber 
at $10. to $15, per thousand less than we were getting a year ago. Con- 
sequently, we don’t think there should be any increase in the pine 
stumpage. 

Regarding cedar, the M. R. Smith Shingle Co., of which I am presi- 
dent, has been paying all this year at 3 mills not located on tidewater 
$82.50 for No. 3, $45 for No. 2, and $75 for No. 1. The average value 
of cedar works out as follows, based on percentage of grades on Bureau 
scale from July 1, 1956, to May 1, 1957: 


13.94 percent No. 8 at $32.50 equals 
73.14 percent No. 2 at $45 equals 


12.92 percent No. 1 at $75 equals 


Total (average) 


We figure a little higher logging cost on cedar and $34 per thousand 
delivered at Aloha, which leaves $13.13 to cover profit, risk and stump- 
age. If we figure $3.38 for profit and risk, we would be back to $9.75 

yer thousand stumpage, which is the amount we originally bid on the 

ahola unit. Considering our 35 percent increase in labor, frin 
benefits and supplies and the fact that the selling prices of our prod- 
ucts are lower today than they were in 1950 when we made the bid on 
this unit, the original bid price is plenty high enough for cedar. That 
would leave us very little profit. We are asking to have that price 
applied now. 

Attached is statement of Moss, Adams & Co., our CPA, showing that 
for the entire period since we started operating on the Tahola unit 
early in 1951 through February 1957, our average return on invested 
capital was 5.09 percent not taking into account lower stumpage on 
privately owned timber. 

With a previous letter I sent Moss, Adams’ statement for 4 months 
ending with February 1957, which showed a substantial loss for opera- 
tion asa whole. Part. of this was due to an inventory adjustment but 
without any inventory adjustment our loss for 5 months ending March 
31, 1957, was $33,652.66. 

To this statement I am attaching copies of invoices from Rayonier 
‘ showing prices they are charging us at our Beaver mill in line with 
statement in this letter; also correspondence with the West Fork Tim- 
ber Co. showing they are charging us the same price at our Mineral 
mill. While these prices are somewhat below tidewater prices, they 
net, the logger more than if he paid the additional freight to tidewater 
. and the inland mills have enough disadvantages in manufacturing 
and transportation costs of their finished product so that they are en- 
titled to these lower prices. At times we have heard rumors about log 
sales not reflecting the true market. values but at the present time we 
are selling no logs whatever to Rayonier: and they have no reason. to 
sell.us for less than they can get elsewhere. . 

People who are not actively engaged in logging and lumbering often 
attach too much importance to the higher prices paid, particularly for 
smaller tracts of better than average quality timber. Most of these are 
located on or very close to a main highway involving little or no main 
roadbuilding. 

93277—57——20 
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_ Because they are so conveniently located, the purchaser can log them 
in a hurry before there is a drop in the market. Such buyers seldom 
' do anything of permanent value to the community. In comparison 
with that, consider the Moclips-Aloha School District No. 98, Gray’s 
Harbor County. I have only one copy of Superintendent Maowad’s 
report, which I submit herewith. You may not have time to read it 
all, but on page 10 you will find the statement that the total cost of 
this school to date is $869,000 and 65 percent of the taxes in that dis- 
trict were paid by Aloha Lumber Corp., and M. R. Smith Shingle Co. 
Mr. Moawad’s report further stated that before proceeding with such 
an expensive undertaking, he consulted me as the principal taxpayer 
and that I immediately gave my approval. A great many of the In- 
dians attend this school. 

One other point about our timber is that it was a large wholesale 
transaction running over a period of years when we have to take the 
good with the bad. Also, many people not familiar with the different 
stands of timber overlook the fact that the cedar near the coast does 
not grade as high a percentage of No. 1 as that further inland and 
also it takes longer to dry and develops more dry kiln defects. Then, 
too, because of the rougher character of the country near the coast and 
the fact that there are more streams which require longer bridges than 
farther inland, the cost of roadbuilding per mile is higher and the 
cost of roadbuilding per thousand feet is higher still because stand 
per acre averages less. 

To summarize this, therefore, we think the stumpage price of our 
cedar should be reduced back to the original contract price of $9.75 
per thousand and the price of the other species should be in accord- 
ance with Superintendent Ringey’s letter of April 17, namely $15.46 
per thousand for spruce; $21.57 per thousand for Douglas-fir; $7.77 
per thousand for white fir; $13.66 per thousand for western white 
pine; $7.59 per thousand for Hemlock and other species. Even at 
these prices it is far from certain that we can make any return on 
our investment this year unless there is an improvement in market 


prices. 

That is the end of what I have written, but with regard to the 
stumpage prices, if you take them today, I don’t say that the market 
justifies paying even that much. 

We recognize the fact that you cannot adjust prices for every little 
dip.downward, and, on the other hand, we don’t think they should be 

adjusted upward for every temporary bulge in the market. 

' * [ have attached all of the documents that I have mentioned, and 
then I have several other copies to which I have attached most of the 
things mentioned. . 

This report of the principal of the school I only have one copy of. 

Senator Cuurcn. Very well, Mr. Smith. 

I do not intend to question you, because I am not familiar with the 
details of this matter. My purpose this morning is merély to compile 
an adequate record so that all of the data will be available when the 
committee takes it under consideration. I will accept this report and 
the data you have attached to it, and it will be included in the record 
at this point. 
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(Documents referred to follow :) 
May 28, 1957. 


‘Senator RicHARD L. NEUBERGER, 


Chairman, Subcommittee, Indian Affairs, 
Senate. Office Building,.Washington, D.C. 


DEAR SENATOR NEUBERGER : When the present investigation started on Quinault 
Indian Reservation stumpage values, prices of logs, lumber and shingles were 
much higher than they are today. I appreciate the sincere work that went 
into the appraisal of our Taholah stumpage several months ago but, if we are 
to take in enough money to pay our bills and remain solvent we have to reap- 
praise these figures in the light of present market conditions. 

Previously I have sent copies of the Crow Weekly Market Letters which are 
a recognized authority showing decline in prices in the past year. The decline 
is even greater now than when I first started sending these and the latest report 
of May 17 shows a decline for the industry average of 75 items amounting to 
$13.82 per thousand. This includes cedar as well as the other principal items 
manufaetured. 

I have also called attention to the decline in shingle manufacture and have 
sent reports of the Shingle Bureau dated April 17, 1957, showing total shingle 
production in 1956 only one-half of what it was 1940. I have a few extra copies 
of this report which I am attaching to your letter as well as to some of the 
copies. For the year ending October 31, 1955, our average lumber sales were 
$165.88 per thousand and the shingle sales were $8.17 per square. For the 5 
months of our fiscal year ending March 31, 1957, the average lumber sales were 
$133.43 per thousand and the shingle sales $7.55 per square. In the face of these 
declines, we certainly cannot stand an increase in stumpage prices but should 
have the reductions as provided under the contracts which are adjusted each 
quarter, 

To show. you how our present. situation works out for the different species, the 
best deal we can make on hemlock and white fir logs today is f. o. b. Blagen’s 
mill in Hoquiam $40 for No. 3, $42.50 for No. 2, $52.50 for No. 1, $57.50 for peelers. 
From July 1, 1956, to May 1, 1967, our percentage of grades on hemlock was 
27 percent No, 3, 65 percent No. 2, 8 percent No. 1 and peelers combined. Ap- 
plying these prices, we get an average of $42.82 per thousand delivered at Blagen’s 
Mill. When you consider the fact that we have no dumping or rafting to pay 
at Blagen’s Mill but would have to pay $1.90 per thousand over the port dock 
or most public dumps on Gray’s Harbor or Puget Sound, you will see that this 
price is right in line with the Western hemlock average of $44.63 as stated in 
Indian Department letters of April 17 and May 16, in which they notified us 
of our stumpage rates. In fact; if we add $1.90 to the $42.82 we would have 
$44.72 per thousand. Our actual cost of putting these logs in there today is as 
follows: our $33 average log cost includes the cost of trucking logs to Aloha 
and the cest of reloading all pine, hemlock, white fir and spruce. These costs 
total $6.80, which leaves a cost of $26.20 for loading on our trucks. This in- 
cludes all legitimate logging costs such as overhead, supplies and labor. The 
cost of trucking direct to Blagen’s Mill from our landing is $13.14, a total of 
$39.34. This leaves $3.48 to apply against stumpage and does not allow any- 
thing for profit and risk. Our trucking rate was given us by the State official 
who handles such matters and we have no cheaper way of delivering the logs. 
Even at the old stumpage rate, we would be losing. several dollars per thousand 
on hemlock. 

Taking our percentage of average grades on white fir our average sales price 
today would be $43.83, which would leave $4.49 to apply on stumpage with nothing 
allowed for profit and risk. 

On spruce the best we can get today rafted in the water at port dock, Gray’s 
Harbor, is $45 for No. 3, $47.50 for No. 2, $65 for No. 1 and $90 for selects. The 
attached statement shows 23.02 percent No. 3, 52.66 pereent No. 2, 24.33 percent - 
selects and No. 1 combined. This makes an average price of $53.86 per thousand. 
Our costs delivered to the port dock are $2.60 per thousand higher than on hem- 
lock to Blagen’s as the trucking is $0.70 more and the dumping and rafting $1.90 
per thousand. That makes our total cost in the water at the port dock $41.94 
which leaves $11.92 to cover profit and risk and stumpage. 

Regarding Idaho pine, we don’t sell the logs but do sell the lumber at $10 to 
$15 per thousand less than we were getting a year ago. Consequently, we don’t 
think there should be any increase in the pine stumpage. 
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Regarding cedar, the M. H. Smith Shingle Co., of which I am president; has- 
been paying all this year at 3 mills not located on tidewater $32.50 for No. 8,. 
$45 for No. 2, and $75 for No.1. The average value of cedar works out as follows, 
based on percentage of grades on Bureau scale from July 1, 1956, to May. 1, 1957: 





13.94 percent No. 3, at $32.50 equals eS th ab Bb ii Bo Oe $4. 53- 

78.14 percent No, 2,,at $45. equals: ....... 4.44 -++------------------ 32.91 

42.22 parcans Noy), O6:.875 CURB hens — et gee te—nnennewnase~,; 2% 00 
DE ie NN aii cre iliencnnciniinenencbentite-nebgalemsbenatmarenindstpeyeiingnienonmorrye dies 47.13 


We figure a little higher logging cost on cedar and $34 per thousand delivered 
at Aloha, which leaves $13.13 to cover profit, risk, and stumpage. If we figure 
$3.38 for profit and risk, we would be baek to $9.75 per thousand stumpage, which 
is the amount we originally bid on the Tahola unit. Considering our 35 percent 
increase in labor, fringe benefits, and supplies, and the fact that the selling prices 
of our products are lower today than they were in 1950 when we made the bid 
on this unit, the original bid price is plenty high enough for cedar. That would 
leave us very little profit. -We are asking to have that price applied now. 

Attached is statement of Moss, Adams & Co., our C. P. A., showing that for 
the entire period since we started operating on the Tahola unit early in 1951 
through February 1957, our average return on invested capital was 5.09 percent, 
not taking into account lower stumpage on privately owned timber. 

With a previous letter I sent Moss, Adams’ statement for 4 months ending with 
February 1957, which showed a substantial loss for operation as a whole. Part 
of this day due to an inventory adjustment, but without any inventory adjust- 
ment, our loss for 5 months ending March 31, 1957, was $33,652.66 

To this statement I am attaching copies of invoices from Rayonier showing 
prices they are charging ts at our Beaver mill in line with statement in this letter ; 
also correspondence with the West Fork Timber Co. showing they are charging 
us the same price at our Mineral mill. While these prices are somewhat below 
tidewater prices, they net the logger more than if he paid the additional freight 
to tidewater and the inland mills have enough disadvantages in manufacturing 
and transportation costs of their finished product so that they are entitled to 
these lower prices. At times we have heard rumors about log sales not reflecting 
the true market values but at the present time we are selling no logs whatever 
to Rayonier and they have no reason to-sell us for less than they can get elsewhere. 

People who are not actively engaged in logging and lumbering often attach 
too much importance te the higher prices paid, particularly for smaller tracts of 
better than average quality timber. Most of these are located on or very close 
to a main highway involving little or no main roadbuilding. Because they are 
so conveniently located, the purchaser can log them in a hurry before there is a 
drop in the market. Such buyers seldom do anything of permanent value to the 
community. In comparison with that, consider the Moclips-Aloha School Dis- 
trict, No. 98, Grays Harbor County. I have only one copy of Superintendent 
Maowad’s report, which I submit herewith. You may not have time to read it 
all, but on page 10 you will find the statement that the total cost of this schoo) 
to date is $869,000 and 65 percent of the taxes in that district were paid by Aloha 
Lumber Corp. and M. R. Smith Shingle Co. Mr. Moawad’s report further stated 
that before proceeding with such an expensive undertaking, he consulted me as 
the principal taxpayer and that I immediately gave my approval. A great many 
of the Indians attend this school. 

One other point about our timber is that it was a large wholesale transaction 
running over a period of years when we have to take the good with the bad. 
Also, many people not familiar with the different stands of timber overlook the 
fact that the cedar near the coast does not grade as high a percentage of No. 1 
as that further inland and, also, it takes longer to dry and develops more dry 
kiln defects. Then, too, because of the rougher character of the country near 
the coast and the fact that there are more streams which require longer bridges 
than further inland, the cost of roadbulding per mile is higher and the cost of 
roadbuilding per thousand feet is higher still because stand per acre averages less. 

To summarize this, therefore, we think the stumpage price of our cedar should - 
be reduced back to the original contract price of $9.75 per thousand and the 
price of the other species shauld be in accordance with Superintendent Ringey’s 
letter of April 17, namely $15.46 per thousand for spruce; $21.57 per thousand 
for Douglas-fir ; $7.77 per thousand for white fir ; $13.66 per thousand for western 
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white pine; $7.59 per thousand for hemlock ‘and other species. Hven at ‘these 
_prices it is far from certain that we can make any return on our investment this 
_year unless there is an improvement in market prices. 
Respectfully yours, 
ALOHA LUMBER ‘CoRP., 
PavuL R. Smrrn,’ President. 


Rep CEDAR SHINGLE BUREAU 
Seattle, April 17, 1957. 
“The following figures have been compiled from records of the Red Cedar 


Shingle Bureau and show production of Certigrade shingles by member mills 
since 1950: 


Squares Squares 
Year: - (all grades) | Year—Continued (all grades) 
cl east 5, 114, 000 ee sen tees nicnnalond 4, 272, 000 
I iia aieconnbiationl no mvigncebninan 4, 528, 000 pi eee PO ees 4, 550, 000 
TO 23te 2 oe 4, 111, 000 COUR ie be Bas 3, 768, 000 
a se 4, 119, 000 


It might be interesting to note that during the 1935—40 period, production by 
‘pureau member mills was as follows: 


Squares Squares 
Year: (all grades) | Year—Continued (all grades) 
I ia el a cee a 5, 404, 000 Se OE cence 6, 070, 000 
UN NU aaa wis lente 6, 139, 000 TIGL coasoaiuchicsaneaueacaten 7, 303, 000 
IE Te sittin’ neath entihega-tttlagrto tos 5, 728, 000 Pe iiecontngncenedancie tained atone 7, 447, 000 


Redcedar shingle production during the past 25 years saw its peak in 1941, 
when 7,661,000 squares were manufactured by bureau member mills. Since. 
1941, production dropped steadily until the postwar housing program got under- 
way in 1947, culminating in 1950. when 5,114,000 squares were manufactured. 
Production then wavered between 4 million and 4% million squares until last 
year, 1956, when only 3,768,000 squares were manufactured. .This is the lowest 
output by the shingle industry during the past quarter-century, excent for the 
2 years, 1945 and 1946, when the industry was suffering from the effects of World 
War II. 

Virott G. Peterson, Secretary-M anager. 





BLAGEN MILL Co., 
Hoquiam, Wash., May 22, 1957. 
ALOHA LUMBER CorpP., 
Aloha, Wash. 
(Attention: Mr. Paul R. Smith.) 
GENTLEMEN: This letter confirms our tentative purchase arrangement of this 

morning on your hemlock logs as follows: 

Species: Hemlock, silver fir, and such spruce as you care to include. 


Prices: 
Potter ‘ehene. | ee ee ee er ee * $57. 50 
re. ee oe oo a ncnoruaeaeareemae 152. 50 
No. Sheen e le ne Gd aah capoeira 1 42. 50 
BP sich esi sitc eden cose Nalini eeaeieaamel * 40. 00 


an Per {oumas feet of logs on Bureau scales, f. 0. b. delivery point less 1-percent cash 
- discount, 


Delivery: Blagen Mill, truck dump or Drum Barker, Hoquiam, Wash., by 
truck (rail delivery acceptable for your loading on May 27, 28, and 29, 1957). 

Sealing: At our expense by Grays Harbor Log Scaling Bureau. 

Quantity: Input of the species enumerated above. from your operation 
approximately as at present conducted. 

Duration: Two months and continuing thereafter unless hotice given by 
either party 30 days in advance but subject to review as to prices for sub- © 
stantial market changes at 2-month intervals. 

Delivery or accéptance of logs is subject to stoppage account of strikes, catas- 
trophe to either your or our operation, and to shutdowns because of too adverse 
market conditions, 
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The return which we can get for our products: will. not permit us to pay more - 
for logs than named above, in fact we are stretching the price by basing them 
on better return. We have had a decline in lumber prices of about $12 and it 
really hurts. No immediate improvement is in prospect. 

If the arrangement outlined above is satisfactory, please so indicate on one: 
copy of this letter. 

Yours very truly, 
BLAGEN MILL Co., 
By L. N. SKALLEY. 


Logs by grade and specie and percent of grade from the Taholah unit from July 
1, 1956, to May 1, 1957—Based on Grays Harbor Log Scaling and Grading ° 
Bureau scales 




















No. 1 and better No. 3 
~~ = ~~ ~~. ~~~ + Petal foot- 
age 
Percent} Footage Percent} Footage 
ect 12. 92 2, 647, 580 13. 94 2, 855, 870 20, 488, 020 
Hemlock._- 7.78 593, 930 26.99 | 2,061, 860 7, 638, 970 
tia Sl sae enks 13, 74 239, 670 18. 48 322, 280 1, 743, 920 
ie ils diate winbe de 24. 33 379, 590 23. 02 359, 150 1, 560, 440 
Rell ara ae 13. 50 27, 310 23. 48 47, 180 202, 260 
PEPE ee bowed wo 171. 44 33, 710 10. 40 4, 910 47, 190 
SR pacetiin cinin anesthe mrestipea 12. 38 3, 921, 790 | 69.78 | 22, 107, 470 17. 84 5, 651, 550 31, 680, 810 


1 This is misleading as the fir we logged was not. in course of logging operations. Our foreman went out 


and hunted for seme good fir so they could make donkey sleds. 





Moss, Apams & Co., 
CERTIFIED PUBLIC ACCOUNTANTS, 
Seattle, April 15, 1957. 
Mr. Pavt R. Suirn. 
President Aloha Lumber Corp., Seattle, Wash. 


Dear Mr. Smiru: Attached is a schedule setting forth the net return to the 
company on its average invested equity capital for various accounting periods 
from January 1, 1951, to February 28, 1957, with averages for the entire period. 
In addition to the total return for each period, a breakdown is shown for 
operating income and for other income from sale of timber, obsolete equipment, 
etc. Amounts earned are stated at net after taxes, and the related taxes have 
been applied to each category of income. 

The schedule also sets forth the quantities and average stumpage costs for 
each period, stated separately for the company-owned and Taholah timber. 

Yours very truly, 

Moss, ApAMs & Co. 
: By Pav. O. NIELSEN. 
ALOHA LUMBER CORP. 


Average return on equity capital invested 


Total 

















Operating Sale of own timber, 
ete. 
Average j|___ SS ee Beate 
equity 
capital Per- Per- Pers 
Net income} cent of | Net income} cent of | Net income] cent of 
after taxes | annual | after taxes | annual | after taxes | annual 
return return return 
Year 1951__......._..____..._] $1, 555,374 |$135, 077. 21 8.68 | $4,851.05 0. 31 |$139, 928.26 | “8.99 
Period Jan. 1, 1952, to Oct. 31, 

Deeb bids esse ~ 5 kennel 1, 703,906 | 26, 663. 57 1,88 916. 83 .06 | 27,580. 40 1.94 
Year ended Oct. 31, 1953..._.| 1,779,100 | (41,718.07)| (2.34)| 4,094.38 . 23 | (37, 623.69)} (2.11) 
Yeas ended Oct. 31, 1954____- 1,811,109 | 57, 587.47 3.18 8, 221. 31 .45 | 65, 808. 78 3. 63 
Year ended. Oct. 31, 1955_. _..| . 2,082,283: |. 354,577.26 | 17.44 | 14, 552.66 . 72. | 369,129.91 | 18.16 
Year ended Oct. 31, 1956 __..| 2, 280, 552 |. 125, 782. 71 5.49 | 17, 989.33 .79 | 148, 772. 04 6. 28 
Period Nov. 1, 1956, to Feb. 

OB, 10S Fei 5h 5k at 2, 338, 234 | (51, 938.82)| (2.22)| 5, 703. 48 ~24 | (46, 235.34)| (1.98) 
Average return per annum 

for period Jan. 1, 1951, to 

i iy BE oo ccicaven cca EE Pew cdecnntiess PU ferdnedncnsee 6 5. 56 
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Average stumpage cost 





Own timber Taholah timber 








Thousand | Per thou- Thousand Per thou- 
feet sand feet sand 
Fe aa a i isd oii dass chsh nd entered aig 8, 914 $6. 36 17, 193 $8. 56 
Period, Jan. 1, 1952, to Oct. 31, 1952.....___._-- 581 9. 50 27,175 8. 22 
Year ended Oct. 31, 1953 8,111 8.77 32, 391 8. 43. 
Year ended Oct. 31, 1954 9, 226 6. 55 23, 847 7.47 
Year ended Oct, 31, 1955 aid 3 4, 174 3. 88 35, 183 11. 66 
Year ended Bg 31, 1956 dea 5, 361 2. 25 32, 559 13. 90 
Period Nov. , 1956, to Feb. 28, 1957. Salas cepwe eae cee eeeeeEee, ids bindabacedbaowd 11, 257 14. 35 
3 
ScALE CERTIFICATE 
RAYONIER, INC., 


NORTHWEST TIMBER DIVISION, 
Hoquiam, Wasi. 

Raft No, LP-32. 

Seale No. A-742. 

Brand : All logs except No. 1 cedar. 

Sold to: M. R. Smith Shingle Co., Beaver, Wash. 

Invoice No. 260. 

Date: May 24, 1957. 
‘F. o. b.: Lake Pleasant. 

Terms: 1 perecent—10 days. 





Pieces Feet At— Cost 
es otk nad fi ccketient qovipelengnins tines 128 84, 890 $45. 00 $3, 820. (5 
Be cecal tot atiuinincantanasecabiadhiic 88 19, 390 32. 50 
Gee RE a. loch che deck ansesks 1 1 32. 50 5. 20 
Gee eEnOG Gi ia s Dos seg 1 90 32. 50 2.93 
Be cetvebebedthntueshoodsbinatermuiae 1 150 32. 50 4. 88 
NRA. bi Lk Dect dewcbbbastntmghkbed 219 106, Ge fe... 4, 463. 24 


Aprit 16, 1957. 
West Fork TIMBER Co., 


Tacoma, Wash. 


Dear Miss Arms: Answering yours of the 15th, we are paying for camp run 
logs at Mineral Lake $75 for the No. 1, $45 for the No. 2, and $32.50 for the 
No. 3. Of course if you have very many No. 1’s they would net you more at 
Puget Sound, but I think the price we are offering on the No. 2 and No. 3 will 
net you as much at Mineral as they would shipping to the sound; and even 
when the logs get to the sound it sometimes takes a long time to sell them. 

Please let us know any time within the next week if you want to accept our 
offer. If you do, I suggest that we figure the price good until the end of May, 
and after that either of us can negotiate for change in price at the end of any 
month. : 

Yours very truly, 
M. R. SmitH SHINGLE Co., 
By Paut R. SMirH, 


Crow’s lumber price index, May 16, 1957 
[Crow’s Weekly Letter, May 17, 1957] 





Net change, 2 weeks | Net change, 12 months 


Industry average ws WOlas) 52: Si LAL A A Re Down $0.68. _....-.--- Down $13.82. 

I Sih iad eka aida atime euiiniian cuenta cane Down $0.44_....-.-... Down $13.88. 

RE a ia niall wchan vod chitalbal ee wnitenieiuepnieeagiadl ent DOwe $6.20. ....-....- Down $5.88. 

WPA isa fc abiy tina tv ecerek nam oink asi nienin'c Ss i aA Down $1.00__.........| Down $15.96. 
| 
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West Fork Trmser Co., 
Tacoma, Wash., May 9, 1957. 
Mr. Pau R, SMirH, 


M. R. Smith Shingle Co., Seattle, Wash. , 


Dear Mr. SmirH: Mr. Murray, Jr., asked me to reply to your April 16 lette 
and to state that your prices as quoted are acceptable. Mr. Murray, Jr., further 
stated that we do not have much cedar, and that he hopes the market picks up 
between now and the Ist of June. 


Sincerely yours, 
HELEN F. ARMs, 
Secretary to Mr. Murray, Jr. 


ALoHA LUMBER CorpP., 


; Aloha, Wash., April 9, 1957. 
INDIAN AFFAIRS SUBCOMMITTEE, 


- Care of Hon. Richard L. Neuberger, 
Senate Office Building, Washington, D.C. 


Dear Sie: Mr. Hatfield Chilson, Acting Secretary of the Interior, advises that 
our views on stumpage prices as submitted to the Indian Department have been 
given your committee, so I will not try to repeat all the facts given in previous 
letters but enlarge on a few of them. 

Regarding the question of interest to be figured as part of our logging cost, 
while our total investment is slightly more than $414 million at the end of our 
last fiscal year, October 31, 1956, our investment in deposits and advance pay- 
ments on the Taholah contract was $1,709,874. .Our average interest rate on this 
at 4% percent means $76,944 a year. The maximum we are allowed to log is 

‘ 100 million| in 3 years, or an average of 33144 million. This amounts to $2.30 per 
thousand instead of the $1.25 per thousand that was used in estimating our log- 
ging costs.’ We think that the entire interest on these advance payments should 
be figured as part of our logging cost, because we bought a large block which you 
might consider a wholesale transaction, and most of the extremely high prices 
that have been paid for stumpage have been for small tracts where principal 
roads had already been ‘built and the purchaser was able to log with very little 
delay. That meant a very little investment in the timber, and the ability to 
log at known market prices, instead of taking a chance on a fiuctuating market 
and increasing labor costs over a long period. 

Speaking of interest, our profits to date since we started logging this unit in 
1951 have averaged only 6 percent on our own money invested in the business 
(exclusive of borrowed money). The profits would have been considerably less 
than this if we had not logged some privately owned timber that cost us less 
money. Some of this was held a good many years, and if the interest and taxes 
had been added each year it wouldn’t look so cheap, but because those were 
charged off as expense each year the cost of this privately owned timber was 
very low at the time we logged it. These returns are about what people make 
on their money where there is no risk involved, and are entirely inadequate for 
a logging and lumber operation where there is a great deal of risk. ‘ 

In previous letters we submitted copies of Crow’s Weekly Letters which showed 
an average of 75 industry items including some cedar items down $11.36 per 
thousand:from the year previous on February 22, 1957, and down $12.42 from the 
year previous on March 7. Even though there may have been a little seasonal 
improvement in the last month the average is still down not far from $12 per 
thousand from a year ago. 

In letter of February 26 to Mr. C. W. Ringey, superintendent of Western Wash- 
ington Agency, I mentioned some of our own lumber prices which were down in - 
most cases from $6 to $20 per thousand. The actual selling prices on a weak 
market are usually worse than the list prices, because when we accumulate a sur- 
plus straight car of any item we, and most other cedar lumber manufacturers . 
today, have to cut the price $5 to $10 per thousand to sell it against competition. 

As for shingle prices, in. this letter to Mr. Ringey I mentioned that we were 

i selling our principal grade of No. 1 Fivex at $9.75 to $10 mill against $10.60 and 

$10.70 a year ago. Since then, No. 1 Fivex, as well as all other No, 1 shingles 
have declined another 25 cents per square. 
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Enclosed are summary sheets of the Loggers’ Association showing cedar log 
‘prices on Puget Sound January 20, 1956, compared with April 5, 1957. You will 
note the prevailing price of the No. 2 logs in January 1956 was $60 per thousand 
‘and No. 1 logs $110 per thousand, against $47 to $50 for No. 2 logs and $80 to $85 
for the No. 1 logs today. This price reduction on the cedar logs is in keeping 
with the reduction in cedar lumber prices. 

In the summary of stumpage valuation report prepared by the Indian Depart- 
‘ment they showed an estimate of 20 percent No. 1 logs on the Taholah unit, but 
that was an estimate not based on actual scale reports. On June 23, 1949, Acting 
Superintendent Vincent J. Keeler gave his estimate based on cruises of this unit 
as 16 percent No. 1 cedar, but the actual scales which are now made by the Grays 
Harbor Scaling Bureau showed 13 percent No. 1 for the third quarter of 1956, 12 
percent for the fourth quarter of 1956 and the first quarter of 1957. The high- 
priced cedar stumpage which has been sold in recent years on the Olympic Penin- 
sula has averaged about 42 percent No. 1 cedar; in fact, the M. R. Smith Shingle . 
Co. of which I am president sold one quarter section that was 60 percent No. 1 
cedar. A difference of 30 percent in the volume of No. 1 cedar as compared with 
No. 2 cedar means from $9 to $15 per thousand difference in stumpage value ac- 
cording to the spread between the 2 grades. 

Many people who are not actively in the logging and lumber business read 
about the stumpage price and don’t attach enough importance to the percentage of 
different grades. Furthermore, the experience of the Indian Department in try- 
ing to sell some of the fee patented claims on the Quinault Reservation indi- 
cates that practically no one is interested in buying the quality of cedar in the 
western part of the reservation just north of the Taholah unit. When loggers or 
lumbermen buy: cedar now, they consider it is a necessary evil and buy it prin- 
cipally to get the other species that go with it. The Taholah unit extends from 
the ocean 4 or 5 miles east, and the quality of the cedar this close to the ocean 
along the Olympie Peninsula is never as good as that a few miles further back 
from the salt water. 

In 1955 when the Indian Department raised our stumpage ratio above the 
original contract they were basing these figures on paragraph 10, which provides 
that “Secretary may, upon his own initiative, or upon submission by the pur- 
chaser of evidence satisfactory to the Secretary * * * review the stumpage 
rates * * *, If * * * the Secretary finds that the character of the operation, 
changes in marketing conditions, or technological developments, have altered the 
situation to such an extent that a ehange in existing ratios * * * appears war- 
ranted.” Even though the prosperity of the lumber industry in the last months of 
1954 and through most of 1955 and the early part of 1956 were largely due to the 
38 months’ strike the summer of 1954, which cleaned up the surpluses, I can under- 
stand why the Secretary thought an adjustment was in order then, even 
though I didn’t agree with it. I understand the present desire for readjust- 
ment by the Indian Department is based on prices that prevailed in the early part 
of 1956 rather than those in existence today. The quotation from paragraph 10 
works both ways, or at least that was our understanding when we signed the 
contract. We were told then that this paragraph would not be invoked except 
under very unusual conditions. The conditions today are just as unusual on the 
down side as they were on the up side in 1955. Unless there was a real improve- 
ment by this time we had planned to take advantage of this paragraph by request- 
ing a reduction below the basic percentage on cedar as specified in the original 
contract. In paragraph 12 of our contract it says cedar stumpage will never be 
reduced under $3.50 per thousand. While we don’t expect to get it that low, the 
present condition does justify a price on cedar under 23 percent of the log price 
which is 20.09 percent as specified in the original contract, plus an adjustment for 
the difference between Bureau and Indian scale, which would make it approxi- 
mately 23 percent. However, when we were first advised of the desire to raise 
our stumpage prices we had hopes that the spring might bring a real improve- 
ment, and only asked to have our cedar price reduced to the original contract 
basis with no upward change in the other species, excepting possibly Douglas-fir. 
Since that was our original request we are willing to go along on that basis with 
the understanding that if conditions don’t improve this year we may open the 
question again. 
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Enclosed with this report is a copy of a statement prepared by the Shingle 
Bureau showing the decline in shingle production since 1940. Today it is just 
about half as much, and even in 1955 when housing starts were much higher than 
they are today, and far higher than they were in 1940, the production of shingles 
was still lower than in 1940. A large percentage of the cedar from the Taholah 
unit has to go into shingles or low-grade lumber, the latter being more of a head- 
ache than the former. We are faced with the fact that the cedar shingle indus- 
try is a declining industry, but we can’t dispute the fact that the pulp and paper 
industry has been increasing in volume. The Aloha Lumber Corp. would be satis- 
fied to work on the theory that the decline in cedar fully offsets any improvement 
in the other species, and stick to the original contract basis on everything ex- 
cept under some very abnormal conditions; but if we don’t do that, unless there 
is some improvement soon in the cedar business we should have a ratio below 
the original contract basis on the cedar. 

Trusting that you will give favorable consideration to our views in this 
matter, 

Respectfully yours, 
ALOHA LUMBER CORPORATION, 
By Pavut R. Smiru, President. 


P. S—Since we started logging:on the Taholah unit our labor cost has ad- 
vanced approximately 60 cents an hour. Not all of this is due to direct wages, 
but part of it is due to increase in vacation allowance, paid holidays, social 
security, and industrial insurance. The technological improvements offset a 
very minute percentage of this increased labor cost. 


Rep CEDAR SHINGLE BUREAU, 
Seattle, January 30, 1957. 


The following figures have been compiled from records of the Red Cedar 
Shingle Bureau to show comparative certigrade production since 1950: 


Year: All grades Year—Continued All grades 
a eas ein 5, 114, 000 SE tain dane 4, 272, 000 
DE radia h- Medea thee dhe cedeious 4, 528, 000 beck cick nites eres cefec citi 4, 550, 000 
ge en ee 4,111, 000 1956 (approximate) ~___ 3, 900, 000 
Dee as cls is cal neh ere aieryn 4, 119, 000 


It might be interesting to note that during the 1935-40 period, production 
was as follows: 


Year: Allgrades Year—Continued All grades 
Ne Died eint et Candace 5, 404, 000 asl Set dace iiithlones wiceisniiecen 6, 070, 000 
BIN scldiiegdh tahiti tines ks 6, 139, 000 Dee itide iatetinee tia 7, 447, 000 
Beka AM Ea eh aad Riel a 5, 728, 000 


Certigrade production during the past 22 years saw .its peak in 1941, when 
7,661,000 squares were cut. Since 1941, production dropped steadily until 1950, 
when the biggest housing boom in United States history saw 5,114,000 squares 
manufactured. Production wavered between 4 million and 44%4 million squares 
until last year, 1956, when an appresimate 3,900,000 squares were cut. 


Rosert F, MYeErs, Jr., 
Trade Promotion Manager. 
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Puget Sound District, report No. 978—Reported during 2 weeks ending Jan. 20, 
1956—T otal volume, 8,243,810 feet 
































Thou- Average 
sand At— log 
feet 
Fir, volume 3,692,820 feet: 
A-3 (OGY deep clear, logs selected for plywood) . . F905 GO. cs kk 1, 530 
271 | $84, $99, $109... ....2.....-..- 1, 536 
4 bs MD cnstit checeenigiie <psniheintitined 1, 960 
36 | $80, $90, $100. ..-...--..--._. 3, 000 
A-5 (OGY deep clear, peelers and selects out) -- -- = b ORB SSS eae ; 4 
D-3 (small OG and/or red, selected for plywood) - . = $80, $90, $100. .............. 1, = 
D-5 (small OG and/or red, peelers and selects out) _! 783 | $60, $55, $65. .............-2. 498 
| 2 Br OS | eae pee! 290 
Se) Site ea hs co selene besirokanietes 357 
Ue be oe etleaite 194 
17 COU. sei cl ae Se 134 
452 | $42.50, $47.50--.........--..- 323 
15 SI nn esinahitei he diens 560 
kg BORAT ES LER LT GR REIS LEM SE ae Pe 5a Fl ig) RE GP Wen co ss coe coe cs cee 543 
GPP ican 6e. oi ee Al. De Ae ep ee Se ee 680 
Pewlar, DOSES: ¢ 00<h4 sus ocksick <avcsp buanepeiacsel 7 out, CBB, BOG iis cre bean 474 
Re ae rE ee ie aa aerate | Si.) ilksticn odachiveeenncdiiaaanitl 606 
~Cedar, volume 1,758,850 feet: 4 
* Ome gaiadine mill type—over 10 percent 596 | $40, $65, $110_. Resi 1, 564 
umber). 
Se Sy SEE Bonne ny cnerssnnneanes arene’ 225 | i Me ENR: 3 «ac: cteeeeninists 335 
487 | $40, $60, $110. ......._-__...- 447 
B70 OBB 906s. 0.05 et 343 
15.) $859 $47.50. ..- 22-225 5- snes 360 
121 a tscenie-euahidtenaaiaaiaie 430 
14 Bey kik Oa high eons 292 
C (small shingle and common lumber type). -.---| te icici kad. 3's FEIT GRA = 
Hemlock, volume 1,074,500 feet..........-------.---.-- 103 | 0, $55, a Bea | 
} 358 | $40, $42.50, $55, $60..____-___ 
148 | $39, $41.50, $54, $50.___----_- 
| 31 | $41, $43.50, $52.50, $57.50__.__ 
15 | $47.50, $52.50. ............__- 
28 | $32, $37, $45, $50. 7] 
| 52 | $30, $32.50, $45, $50_-_..-._.. 
| 12 | $42.50, $47.50..........---.-- 
WET Ee Once docpecrncesecte | 
| S08} SOROS a ei ces J | 
69 a $42.50, $50, $55... .--.--- | 
NE ie ic sctinnaaeade  aiihicreeaiieawhins a aah cee ee | oT ant cn na icin eaten hiatal in Sie | 
1957—Total volume, 6 Ait, 800 a 
Thou- Average 
sand At— log 
feet 
Fir, volume 2,899,070 feet: 
A-3 (OGY deep clear, logs selected for ply wood) -- Re 8) 8) Saree 2, 298 
616 | $85, $100, $110...___.__.____- 1, 400 
272 | $83, $98, $108_...__.__.._.__- 1, 332 
A-5 (OGY deep clear, peelers and selects out) -_--.- ua $50, me hinted 2c ai 2, = 
D-3 (small OG and/or red, logs selected‘for ply- | 51 $90, S106 en ppt ide nie fepe acs 1, 007 
wood). 7 y See, CIOS os. cll 1, 234 
274 eta cwcske- ing secusie - 883 
D-5 (small OG and/or red, peelers and selects out) -- BOD. | Oh Bnd enteeentinnrcntetiber 427, 
77 | $48, $58__- eee 600 
O18 1 Oe, MOA2 a Te LR 469 
BE regepbuasth:<pasiyy que -tmn pian they degehtes Dh. fF Daisy core cicadas nce dag ld 506 
cater hits cnt cite aicat dtbe oe oiaikin tap adi ote as 7 | $65 5 
a) Ste eee) on ete 3, ea TE ones SUS A 26 
Pooler Pelodtew) bait gi Octet. Za 5 
Cedar, volume 1,379,410 feet: 
A (large combination mill type, over 10 percent 
QUOD schoo reo ecole cds duster keto leckoecesseus 
BD IG WEE BI c.g chcstcloepdcngy <chpbyyinn ant 


C (small shingle and common lumber type) 





Hemlock, volume 986,700 feet 





NS.E8SEee4S 

















308 TIMBER SALES—QUINAIELT INDIAN RESERVATION 


ALoHA LUMBER CorP., 
Aloha, Wash., April 22, 1957. 
Senator Ricuarp L. NEUBERGER, 
Chairman, Subcommittee on Indian Affairs, 
Senate Office Building, Washington, D.C. 


Dear Senator NevBeRGER: In accordance with your telegram of the 15th, I am 
filing an additional written statement about the Aloha Lumber Corp. and the 
Taholah contract and would also like the opportunity of appearing before your 
committee May 2. I will appreciate a telegram advising the time and place of 
this committee meeting and whether or not I can testify. 

Congressman Russell V. Mack sent me audit report by the comptroller general, 
also some other reports and there are certain statements made in these which I 
want to question. First, on the comptroller’s report on page 6a is the statement: 
“Substantially underestimated the quality of western redcedar.” Enclosed is 
copy of letter signed by Vincent J. Keeler who was then Acting Superintendent of 
the Taholah Indian Agency, dated June 23, 1949, in which he estimated the 
cedar to be 16 percent No. 1 grade. As I pointed out in a previous letter, since 
the Grays Harbor bureau started scaling these logs, the report in the third 
quarter of 1956, two quarters show 12 percent No. 1 and one quarter shows 1°) 
percent No. 1. I am sure the cedar we logged in this period is as good as the: 
average so it would seem that Keeler’s statement was high rather than low. The 
Indian Office has copies of these scale reports but I am attaching a few samples 
and will bring more of them with me. 

With further regard to the estimate of grade on cedar, on page 22 of the comp- 
troller’s report is -the statement that Rayonier got 40 percent No. 1 cedar from 
the Crane Creek unit February 14, 1955, to July 31, 1956, and on page 23 the first 
paragraph is the statement that: “The Taholah unit joins the Crane Creek unit 
and it seems likely that the log grade yields are quite comparable on both units.” 
In the first place I do not think the Crane Creek, or any other equally large area, 
would develop 40 percent No. 1 cedar throughout and an important reason why 
these small sales of forest reserve timber have brought such high prices is because 
they are selected small choice tracts, better than the average, and usually there 
is not much road building to do. Whoever prepared this report did not have 
very definite information when making this statement. If the Taholah unit had 
adjoined the Crane Creek in some other direction there would have probably been 
a higher grade of cedar but unfortunately it adjoints it on the west and it is 
common knowledge among logging operators that the cedar near the coast is not 
as high a grade as that farther east. Furthermore in interest report we find the 
statement that there is a much higher yield per acre on the Crane Creek than on 
the Taholah and that, naturally, makes the logging cost less per thousand. This 
report, page 8, showed average 70M per acre Crane Creek against 54M Taholah. 
I am sure neither unit will average this high over the entire area. 

In the middle of page 16 of the comptroller’s report is a statement about the 
effect of trades on the average sales of log prices. We would not dispute the 
fact that there have been times in the past when trading may have had some 
bearing on log prices but it has been greatly exaggerated. In the first place most 
loggers in dealing with regular customers over a period of years, recognize the 
fact that the mill must have a little cream to mix with the skimmed milk and 
they do not raise log prices on the slightest pretext but at least wait to see 
whether or not there is a permanent improvement. On the other hand there have 
always been fly-by-night shingle mills, most of whom are now broke or out of 
business, who operate so irregularly that they have no steady log connection and 
they get excited whenever there is a temporary improvement and start up 2 or 
8 shifts afte ra long shutdown and bid up the price of logs. At the present time 
we do not believe there is any trading in cedar but thing that the loggers are 
making the same prices regardless of whether or not they expect their customers 
to s>!] them any logs in return. Within the last week I have checked this with 
both mills and loggers and believe my statement is up-to-date and correct. 

Another factor to consider in log prices is transportation. A logger can afford 
to sell a mill that is not located on tidewater at a lower price because he has less 
transportation expense and very often the mill does the dumping and what little 
rafting is necessary. To illustrate this point attached is photostatie copy of 
letter from the Harbor Plywood Corp. showing that on September 4, 1956, they 
were selling us cedar logs f. 0. b. Mineral, Wash., at $90 for No. 1, $50 for No. 2 
and $35 for No. 3. If they had shipped these logs out, their closest market would 
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have been Pudget Sound. I am attaching: the Pudget Sound sales report of the 
nearest date, viz, August 31, 1956, from which you will see that No. 1 logs average 
very close to $100 per M and No. 2 very close to $60 and No. 3 mostly $45. In 
other words we were getting an advantage because of location between $5.00 and 
$8.00 per M which is a bigger advantage than we were getting at our inland mills 
at Lake Pleasant and Moclips, Wash., from Rayonier. Furthermore, we had not 
sold the Harbor Plywood any logs for at least 8 years and they knew we had no 
logs to sell them. The inland mill, on the average, has higher manufacturing 
costs than the tidewater mill and their shipping costs are higher to some markets 
and not only water shipments but also rail shipments. For example, the biggest 
market on No. 1 5X is in California but it costs our mill at Lake Pleasant, where 
we get most of our logs from Rayonier, 32 cents per hundred pounds more to ship 
to California than it costs our millin Tacoma, and it costs them 12 cents per 
hundred pounds more to ship to the eastern market than it costs. any of our other 
mills. : f ~ 

With further regard to transportation, we have previously called attention to 
the fact that in our log operations on the Taholah unit we ship out practically all 
the spruce, hemlock and white fir and we have freight, rafting and dumping to the 
nearest harbor at $8.40 per M which is certainly part of our logging cost. When 
it is profitable to do so we ship cedar to Pudget Sound and these same costs to 
Olympia are about $12.50 per M but we ship cedar in there in preference to 
Grays Harbor because the market is usually higher. 

With regard to the cedar we cut at our own mill, we have previously called 
attention to the fact that we built a new mill and we have a depreciation charge 
which is even higher than it would cost to deliver the logs to Grays Harbor where- 
as most of our competitors are operating mills that have been in-existenee long 
enough so that they have been fully depreciated or nearly so. The interest charge 
on anew mill such as we have at Aloha, plus the depreciation, is enough above 
what.the average tidewater mill has on either Grays Harbor or Pudget Sound 
to fully offset the transportation costs, which I consider.as one of our legitimate 
logging costs. 

We have previously stated why we think interest on advances is.a legitimate 
logging cost.and we do not think the profit and risk factor has ever been placed 
too high by the Indian Department—in fact, hardly. high enough. The actual] 
figures on. our operating results are the most important from our point of view. 
We have have already sent you statements showing that we lost money in the 
4 mionths ending February 28, 1957, and we have given you comparisons of prices 
from our own sales, as well as the averages compiled by Crow. For the year 
ending October 31, 1955, our average lumber sales were $165.88 per M and the 
shingle sales were $8.17 per square. For the 4 months ending February 18, 
1957, the average lumber sales were $130.58 per M and the shingle sales were 
$7.28 per square. These big declines are positive proof that we should have the 
cedar reduced back to the original contract basis, plus the allowance for Bureau 
scale which would be approximately 23 percent of the composite log sales’ price. 

When you consider the lower prices for hemlock lumber and the lower profits 
recently reported in the Wall Street Journal for several paper companies, I can- 
not see any justification for raising hemlock, white fir or spruce. The pine 
market is off also and there is no justification for raising that. 

Previously I sent a report to the shingle bureau showing decline in production 
for the year ending 1955 but I now have one that is up to date including 1956. 
You will note the production is just about half what it was in 1940, although 
there were a great many more housing starts in 1956. Shingle production in 
1956 was 18 percent under 1955. As we have stated before the shingle industry 
is really a declining industry and since the bulk of our timber is shingle cedar, 
unless there is some improvement within the next few months, we ought to follow 
procedure outlined in section 10 of our contract and get a cedar ratio below the 
original contract basis. : 

Hoping you will give these facts serious consideration, and that I will see you 
on the 2d of May, 

Very sincerely yours, : 
ALoHA LuMBER Corp. 
By Pavut R. SmitH# 
President. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF INDIAN AFFAIRS, 
TAHOLAH INDIAN AGENCY, 
Hoquiam, Wash., June 23, 1949. 





Forestry—Quinault—339.50 (Taholah unit). 
Mr. Pavut R. SmirTH, 
President, M. R. Smith Lumber & Shingle Co. 
Seattle, Wash. 
Deak Mr. Situ: In response to your letter of June 14, estimates of the grade 


percentages of the various species on the Taholah unit follow. These estimates 
are not, of course, guaranteed. 








Cedar : Percent | Douglas-fir : Percent 
Olt 8 Big icine dL Kittin 16 No. 1 'peelers_.. 2022. 4 
Pee (Gee ack 63 NGS pebiere. 25. Secs 7 
bP Bi bei ano ek 21 No.8 pe@lefs.iugssLUlLlUUll Le 13 

ee No:'\1: sawmill... 222.2. L- 2 
Wetec bas aisscs daa 100 No. 2 sawmilli_icu ilo L_ ee 46 
— Noss Waweivcs ui si le 28 

Spruce a 
be Oiirtisss acelin 19 Rote* MOSS ise lis 54 54 100 
WO © Wiss sete eke. camabiaks 25 = 
NO.4 Brsdewsswsidos idk 33 | Hemlock: 
ie cRitiisconqed sieskdee sce 23 Bowling s4 3.01256) uli dt eas 14 

—— Me, hiss veda 22 es 18 
GON isis ela thie tats ats ints 100 Men Qui cctv 15 es 43 
== OG hButadi west uscliotiue 25 

White pine: 

POCNB ibn ed itihdcenciins 4 TWtelsol sek cee 100 

a tab bib atid tnt Simian d 19 = 
ELL Ih Abii thc Shae weed 45 | Amabilis fir: 

Ore Rinieiccceieies stm dintios 32 PettieP ies ase uiisupetuni. 18 

—_— Peecieiissis wl. sat ube 11 

OI is. dni tasderin hericintibinih tine 100 Meu iBiesl) is bac ads el gh 48 

= os) Bish i ca 23 

ete aa ei 100 


There is also enclosed for your convenience proposal form in triplicate for sub- 
misison of sealed bids. The proposal should be sent in duplicate. 
Very truly yours, toa 


VINCENT J. KEELER, 
Acting Superintendent. 
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ScALE CERTIFICATE 
GRAYS HARBOR LOG SCALING AND GRADING BUREAU, ABERDEEN, WASH. 


Owner : Aloha Lumber Corp. Date scaled: July 10, 1956. 
Bureau No. 1921. Owner’s No.: Pond. 





























i Scaled at: Aloha, Wash. Scaled by: M. Matthews. 
} ccociaialdeinaeeieia 
: Pieces Feet 
Brand 10: 
I visi: «ints titian nite mcecpudipaicin neaateenniabearddieaaidaaiiidiiaias lee ae 1 1, 220 
j BN SE 2 acccéichobeieeooucdssngenteninnswednaaeedmenmaaadiaene 15 10, 580 
FR irnddinnnddl witcnnnnedeinimatenmaenteaneiimeiansniiagidiaiaiaaaae 9 2,110 
Be di. chine xs nnintsewesidmiiinnnniiaba Cutsditibeecanipilgndaeeeshaamaile 25 13,910 
Brand 11: 
BL, sdanccndhadercinevepseaiinns deominadiieinasseemhaibdonmaamaaal 4 8, 080 
A, POR os cccnendvneccoveserssosernsseussecededenameeensanalguaal 48 700 - 
Pn tcndcnccgate vadhneensncéelnkedamdtaine eeetsiaapinekeraeaaamaaiialan 16 4, 880 
I no. nice reacdbuwanadbidindenaaemunouduihamennsaenaemntaiipaaiaaaapiemaianenatEe 68 53, 660 
1 
Brand 12: 
Pe En ocdapindasachanmcakmanaveckeaitencuetteivasaneadenians taaiiaee 7 10, 680 
I ncncgigihownnasianannmcned chide neaetininnddgwwonpicmbamaTe 28 26, 230 
‘ I A eh chahwidh nina ants ix tosis io opener eet miata dai agt atte aamaae 4 1, 620 
ON EE LLL LAL LLANE ALTE SELIG ELINA ELIE AS 1 360 
; 
} SN a astninmssisteehineh ashe ciecbdicia ccenncberinsaehet aan discignbiaaediapdehigaarraimesenhaaaaaamaaae 40 38, 890 
Brand 17: 
Se eI 6 sis cncs evade sacs obese oubesoinvsuaianer enna apedandeg ina anmean sib peanuts a a 2 6, 120 
PE iss ssinisstotigdheciann io anh cdibncmnse oremniniaedl ola ubabliancnesaaalemeatai aieeianaiaaitana ae 10 9, 790 
tsa Ren ona ne niig amine Sn cumniew ee being poh al aliiie ceqnel anata eaeencaenE 2 550 
TEI REREN « ccidaddancssdavisewngnns as endincsindaciepaen watdiiegcinneenn tania 1 230 
i nicensecntsstnncunsinbintinnmenanmncntentiniitaninetsbiniinmnsnmmiiiigunnennbaamiaiiaid 15 16, 740 
RE BON a ois wivticsicnccomwsrsncnnticisinss cn damnmdmenaanemaaadaamnte 148 123, 200 
Summary: : 
DRG FSIS accancapatddserdbbininsondiiasinktl aban dddiabewniewtd gamelan 14 26, 100 
TOL oe ib neti edi Dh iieene nist di inia ancien tnanateninnniaguaen aia 101 87, 300 
DENT RIEL. exch dnnennwbonmanbpsesduites penn deasenenetihes nine Aiea’ 31 9, 160 
; No. 2 Hemlock _..._.-.-- i cvcngwacuaneccbidhebstibtieatiascseethesas selene 2 640 
DE dct din ddvencccunusddatunss<ttviscedassebiatanaeaniiameeaanee 148 123, 200 
Recapitulation: 
. Feet Percent 
WER; Bisnis nice wicecénavcisiontsndasscasicbieasieeaneenneanatmees * 27, 080 13.3 
BO Tho icisnie esninitrpcicntnepavmunie sian ah pnkialclaialabesicieen ounce detellamiecaala iain icanaaaas 150, 240 73. 5 
FRG Bosnian nace nctenvadnednensummnibodtbanaumageeuminehodunieianiaaa: 26, 960 13.2 
WOE a. sons na xnaigndnnscdnssasesckeebancsliigudi ciate 204, 280 100.0 
ae jaaauhaieanaal ectnaies ee 
; Certified log scale and grade. Grays Harbor Log Scaling and Grading Bureau. 
Mack L. Smitu, Manager. 
! 
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ScaLe CERTIFICATE 


GRAYS’ HARBOR LOG SCALING AND GRADING BUREAU, ABERDEEN, WASH. 


Owner: Aloha Lumber Corp. Date scaled: July 10, 1956. 
Bureau No.: 1920. Owner’s No.: Cars. 
Scaled at: Aloha, Wash. Scaled by: M. Matthews, W. Crosby. 














Pieces Feet 
Brand 10: 
Pn ncnpcodtinsanesbbecnesnnesnaanaccasasas fasncnnecusssensenecacces 6 3, 860 
By MOA nnn nod canndonecensncdcdedbeecesukesnbbanséuncéaaseccccecnesce 1 140 
ola a eae Lomsanmpadnpan comebeeaciens 7 . 4,000 
Brand 11: ; 
i ai as al ail canine api madbgyasdodmmommanrtimmneks 1 980 
DN rani tian $4SSE8R65305053555554500555555554655555255226555505505208 21 13, 510 
Fe I iin ccc enn ndhsbeasbabbseksstseecsessGsss558hlo2scscsassekscscseess ll 2, 640 
Nee a oc hicaunbeaibennwececedsmncusesace 33 17, 130 
Brand 1: . aa co 
es eae Aiwa eiddkhiniginnmadidn Hanactcccessonvedechauccessees eS 8, 740 
i iish bite DEMMGrense rs oes cele s2> Pek ee mess: sscssccsesaescs 5 1, 220 
Mics nucageahteeseekecestensscacabascecssesoceotecskaselessuccee 18 9, 960 
a i a a SOE ian cin eal neon Siocon aeiainuscenisd : §8 31, 090 
Summary: an 
a casa clasialncilas Waar ile petes.cicinscapin Sales thin waht hihi cows ibatnines tiarandincinel 1 980 
ih <i nieitahinininaneageneaastednstannscsdcauabehnesesenaseocens 40 26, 100 
TT ih itniine ds Latetennonemenarmaasseaadarionsenecemabnekatepreneaeescans on 17 4, 000 
Ee eee eens See SSRs Lois nodsbensabbobemedeotannse-caconascee 58 31, 080 


Note.—Car Nos. 124809, 123265, 123755, 123368, 124764, 122416 


Certified log scale and grade. Grays Harbor Log Scaling and Grading Bureau. 
Mack L. Smirx, Manager. 
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SCALE CERTIFICATE 


GRAYS HARBOR LOG SCALING AND GRADING BUREAU, ABERDEEN, WASH. 


Owner: Aloha Lumber Corp. Date Scaled: July 11, 1956, 
Bureau No. 1939. Owner’s No. Cars. 
Scaled at: Aloha, Wash. Scaled by: W. Crosby. 


Pieces Feet 


Brand 10: 
No. 2 








Note.—Car Nos, 122708, 122201, 124203, 124495, 123463, 123214. 


Certified log scale and grade. Grays Harbor Log Scaling and Grading Bureau. 
Mack L. SmMiru, Manager. 


938277—57 21 
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Scate CERTIFICATE 


GRAYS HARBOR LOG SCALING AND GRADING BUREAU, ABERDEEN, WASH. 


Owner : Aloha Lumber Corp. Date scaled: July 18, 1955. 
Bureau No. 1972. Owner’s No. : Cars. 5 
Scaled at: Aloha, Wash. Scaled by : M. Matthews. 























Pieces Feet 

Brand 10: | 
ald des li lliaeedailinintck dann ahcenaea nnaananeanniensnanndwin | y 4, 900 
Nee tt ue mma malin | 9 1, 910 
Petal. sc... OL EULESS SRE OA Re RIT ee Re Eee Oo 18 6, 810 
nn cntdeknccbinnnaniorincanseceearecan pahsnsanaennmasans éésen 1 320 
Brand 12: A aa 
I  cmcaameminn | 7 5, 700 
ne caguwaavudanenwaccesnducs 2 830 
re eeren ie 9 "6, 530 
RR ead orca a Se Rai a ee | 2 490 
Nene en be 30 14, 150 
Summary: , : ethene. rs 
No. 2 eedar eeaededars 16 10, 600 
No. 3 cedar E 14 | 3, 550 
Eh o<s <n chanaekahenouninnen shadaasnweiatnnernensa ee shinel 30 14, 150 


Note.—Car Nos. 124446, 124235, 122602. 


Certified log scale and grade, Grays Harbor Log Scaling and Grading Bureau. 


Mack L. Smitru, M 





ScaLe CERTIFICATE 


anager. 


GRAYS HARBOR LOG SCALING AND GRADING BUREAU, ABERDEEN, WASH. 


Owner: Aloha Lumber Corp. Date scaled: July 12, 1956. 
Bureau No.: 1956,. Owner’s No.: Cars. 
Scaled at: Aloha, Wash. Scaled by: M. Matthews, W. Crosby. 

















Pieces | Feet 
| 
siecle meeoaa ota icici $e] 
Brand 1: | 
Ns cestbechtichunnnciasiee Sas Swe ioien ; 1 | 530 
PER a psc brdheaneniacunes ee . ‘ ; 1 | 380 
1, Re ee LCL’ lis BLASS ete ewssHe siesta nssbaeey caeaanel 2 | 910 
Brand 10: . 
Ne ees inh agtinesaphakerewicasneue ee aie 1 | 210 
Brand 11: : : 
SS | ee ee ee area wane nie nied sedicte 6 | 3, 820 
No. 3 cedar. ..--- sree eye : ‘ 1, 000 
PE idsanienanineqAdhdsnescoasece j 11 4, 820 
Brand 12: | 
BO BOM ecw cbesceesswens Awiinwbteranaya phases ans ‘ 6 3, 090 
earned pheeanenntnawes mieiinsnaliaon itinetbakewscaendl 2 410 
ee a See cbspwnereeiaodesndabiancesceses 2, -----| 1 | 
Ete e ieee et onchkabie kn vadarghsederdsemen sesaseseuswes 9 3, 500 
Ne ee ULL CAs sgsuaneccus 23 | 9, 440 
Summary: 
de heer tbe cae ee ease ech heeKechdemnthedekianes aaecieosnsneecais | 13 7, 440 
ain ne ep anne a nT u wb daighh wenne dines diiudedseeesae éaaann 9 2, 000 
IR ot Se ee tees lbanechens Sebevaesbnede ta a 1 : 
Rr ea rece eh ig od bd ede kaw es ide wsteesesahe 23 9, 440 








Note.—Car Nos.: 124185, 123239. 


Certified log scale and grade, Grays Harbor Log Scaling and Grading Bureau. 
Mack L, SmiTH, Manager. 
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Harbor PLywoop Corp., 
Aberdeen, Wash., September 4, 1956. 
Mr. Paut R. SMITH, 
M. R. Smith Shingle Co., Seattle, Wash. 


Dear Pavut: This will acknowledge your letter of August 28 and confirm our 
telephone conversation of today regarding a change in the price of No. 2 cedar 
logs at Mineral. 

We are agreeable to making the price of No. 2 logs $50 per thousand for ship- 
ments made on and after September 1, 1956. This, of course, means that any 
shipments made prior to September 1 will be invoiced at the old price. The 
No. 1’s will continue to be $90 and No. 3’s $35. 

I believe this covers the extent of our conversations. 

Yours very truly, 


R. L, Gooprice. 


Puget Sound District, report No. 994—Reported during 2 weeks ending Aug. 31, 
1956—Total volume, 9,094,950 feet 


Thousand | At— Average 











feet } log 
-_ | Se | ae 
FIR, volume 2,808,750 feet: : 
A-3 (OGY deep clear-logs selected | 153 | $95, $115, $125..-.-...-.-...+--4-.--.-.- | 1423 
for plywood). SE | By Bi i ecirocccewines cowen ana 1845 
| 9 | $85, $100, $110. .._- canthardie. tall 1898 
A-5 (OGY deep clear-peelers and 239 | $55, $60, $65... __- «écLeipaapinaie 970 
selects out). 118 | $50, $60, $65__._____- on dtebeecuueee 1245 
D-3 (Small OG and/or red-logs se- | 186 | $90, $105, $1152... -.._- 2... ook, 21 1183 
lected for plywood). 28 | $85, $100, $110...___..__. aie 958 
| 70 | $80, $90, — biitrchoinwecevnntsistiapierbaneardaenioed | 1019 
D-5 (Small OG and/or red-peelers | 245 | $50, $60, $80_- acti aiadaas Aeneas aaa 443 
and selects out). 180 | $52, $62........- straits Jacek as) 192 
120 | $50, $55........- ‘ ‘ 238 
127 | $45, $55 : | 343 
503 | $42.50, $47. 50, $52.50 EEEeMishedcce women 288 
20 | $45, $50 os es ‘ z ° 276 
ae eee 906 4 - GMa cscs ccscccccascccsecenacbcccacecaee 588 
ee de anil i}. Gace wescaicuceawaxestseiiabaankaaeeee 500 
Culls. - . edesseavedasstscest 98 1 - Sha cvs csacacnccessssscnccasttsioose 591 
Cc odes: volume 1,774,000 feet: | : 
A (large comibination mill type, over | 239 | $40, $60, $105. ....... seessseez = 592 
10 percent lumber) | WD b Be eiveascsonsnsnasnkisatGGikoowce ae 3, 850 
. | 799 a EY CI oc adicee namnscenwiomamanentel 1, 548 
B (shingle mill type)............--- 156 | $40, $60, $100. . ....-...-....222--2,.--- 266 
27 | $40, GOO, G06 - «cc ccscccccccececcccecs le 415 
OD 5 BI By Bis 5 Gini os Sse ccdaacs 277 
12 | $32.50, $45, $80... __- : aot] 322 
; 2903 | $35, $50__.___- Se 5 ee 435 
C (small shingle and common lum- | 28 |. $00, 006..22222-s<22sc2: soo 160 
ber type). 59 | $40, $55_.._- icgesdatens am 150 
Hemlock, volume 2,866,470 feet me ° 401 | $45, $47.50, $55, $70..-.--- : 
| ag | $45, $50, $70 4 FE atl 
| 514 | $53.50, $53.50, $62. 50, $72. OO: s<2: yt Apa 
} 14 | $67.50 oath ctntecusee il esnees 
259 | $42.50, $47, $55, $60. =3z ichaka 
320 | $40, $42.50, rk 266 Ks ci. 2-- pc cece aoe 
} 173 | $39, $41.50, $54, $59 as Caceekntsehaceases 
DAD: | S00, Ah, OUR Oe OE 0 2s? en nehebnnnneannn 
Te iy es I io oni ncn ccnp eennannaleedeestered 
57 | $44.94, $48.99, $57.00. ___. pee 
443 | $40, $42.50, $50, $55... ....---- ~~ -}-2- eee 
| St + -OaRr Gans GO, Goer i anne 
| 62 | $46.25... none nnnnae font e neces 





ALOHA LUMBER CORP., 


Aloha, Wash., June 1, 1957. 
Senator Ricuarp L, NEUBERGER, 


Chairman, Subcommittee Indian Affairs, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR NEUBERGER: I appreciated the opportunity of testifying before 
your committee last Wednesday morning, and regret that the early session of the 


Senate made it impossible for you to be there in person. 


Mr. William Coburn asked me about our scaling costs. Actually, I had not 
paid much attention to them, but do recall that years ago there used to be a 
charge of 15 cents per thousand. Like everything else, however, the cost of 
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scaling has advanced. Attached are two scale bills on Aloha Lumber Corp. logs 
which illustrate present scaling costs. On one of these for 160,080 feet, there 
is a flat charge of 24% cents per thousand charged; but when the quantities 
sealed are smaller, as they usually are, there is an hourly charge made of $7.50 
plus expenses, and on scale bill 811 attached you will note this figures 68 cents per 
thousand. We have just checked our bureau scaling costs at Aloha for the first 
3 months of this year and found the amount is 69 cents per thousand, which 
included some check scaling as well as the original scaling. 

Supplementing my testimony of Wednesday, I want to call attention to the fact 
that while Puget Sound cedar log prices are higher than those mentioned in my 
statement, it costs approximately $12.50 per thousand to pay the freight from 
Aloha, dumping and rafting charges, so that on today’s market they would not 
net nearly as much shipping to Puget Sound as they would at Aloha or Moclips. 

One other point I have mentioned in previous letters but did not include in my 
statement Wednesday, is the fact that although many allotments on the Quinault 
Reservation have been advertised several times during the past few months, there 


have been practically no bidders at the appraised prices for the claims with a 


big percentage of cedar. 
' Very truly yours, } 
Paut R. SMITH. 





ScaLe CERTIFICATE 


GRAYS HARBOR LOG SCALING AND GRADING BUREAU, ABERDEEN, WASH. 


Owner: Aloha Lumber Corp. Date scaled: April 17, 1957. 
Bureau No.: 811. 
Scaled at: Moclips, Wash. ‘ Scaled by: E. Swedblom. 




















| Pieces Feet 
Brand 35: 
a eae adie dt dies dedi eli .pklienndbndmetsnenenecinccpenits 1 820 
ee ke ee  daenmmenehoedutes 25 18, 440 
Rite deit eee ne den elie iin cud ambandigscihiaamiananse 5 1, 330 
I iE as os ch eave dndeedceendabdrecenees A becttlindwcse 
Pe cctahetbireakkipiabeecctee alin chihds hbase sivneqanida ang bidbilen 32 20, 590 
SSS=— 
Brand 45: 
ie ee eee SOE DER ob BLE ob cinnlkeeeeeeesseserset 35 22, 710 
ids ibininitien sebkene dh dihhaiiedoscucsdadopocccsnncsosn 21 3,910 
Sl inldhiebaibcthesss+osedtelb ba Gigs <bbinesddvddeiseuncascess<ce 56 26, 620 
i ctsus ru cecesséessoeseagalll BR eb diroerncssensupni<endiene: 88 47,210 
Summary: ioe Ean te " 
NNe eee eT Te nee Ne eee monees 1 
steed Uiihe as eel cid dipannnncudeoremeoucerecece 60 41, 150 
et et ciee. nada eR od fas diancesinecokeaananasnen 26 4 
eb eninihiteonnsiiiidih bl abi dibinendiddbbsnccmantwotdonnanesncocs iE eudhdlsemeces 
IE esc tcenbis nc cbhh dibs die das dilirdsbiduasencndqecenccsaecccceee 88 47, 210 
Note.—Scaling fee 
ain eine ehhh Behe. ichdcnkbdchaunebasovedsaceouchacenctecucs $26. 25 
thew heienndebenddii ahh Ah bcthibikibeosdanseepedetdagnesesessencncouesercsestses 6. 00 
Tea Se Rciacareainntn Se Aan 3 soya Oe et ee ea 32. 25 


Certified Log Scale and Grade. Grays Harbor Log Scaling and Grading Bureau. 
Mack L. SmirH, Manager. 
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ScaLeE CERTIFICATE 
GRAYS HARBOR LOG SCALING AND GRADING BUREAU, ABERDEEN, WASHINGTON 


Owner: Aloha Lumber Corp, Date scaled : May 27, 1957. 
Bureau No. : 1146. 
Scaled at: Moclips, Wash. Scaled by: 8. E. Cote. 



























Pieces Feet 
Brand 36: 
SD ER MIIIIIIS: Sint to: aun biis igre fain ance Gu: dhirienndaiel eee tte ia Aan nidiateliiaeiana 100 73, 260 
PIE 6.cccnun~nsicacannuccinecnneesbigbedaieana adit aoe aaee 48 14, 350 
CR OIE Si. on kocosiwosu pep ghhtdihtn’ Liaudieuudndbedniol stat ws teeiid ws Dh oe. i lene 
NE WE Sitka co iwdiiiencwss o emsiagiva tgs ems bcnantienaaataedian 4 akieteaaaae TF Btn sores 
hile ida. Da te a Pie tondit eR crm Rte Neale. Kites ny 151 87, 610 
Brand 45: 
POE IE oii once wecdccnndiccctuuaheusbosdesaecn sbeesdans cere aoa 30 18, 100 
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Senator Cuurcu. Thank you very much, Mr. Smith. 
Mr. Smrrx. Thank you. 
Senator Cuurcn. Mr. Smith, there are some questions that the com- 
mittee personnel would like to put to you before you leave. 
Mr. ae amer: Mr. Smith, you did protest, as I understand the record, 
the announced rates that went into effect. 
Mr. Smiru. Yes. 
Mr. Copurn. And you did participate, did you not, in a consultation 
with the Bureau of Indian Affairs personnel in the field prior to the 
time those rates became effective ? 
Mr. Sumirn. Yes. We hada hearing in Portland. 
Mr. Cosurn. What do you consider to be your rights of appeal 
following a consultation ? ; 
Mr. Smirx. Our rights of appeal ? 
Mr. Copurn. Yes. 
| Mr. Soir. I do not know exactly. I think according to the original 
contract, we have an implied right under that original contract, when 
there is a depression in the lumber market, to apply for lower than the 
| original contract percentages. 
| Mr. Copurn. I am not referring to that, Mr. Smith. I am referring 
| : to your protest against a proposed increase in stumpage rates. You 


% 
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Mr. Smrrx: Well, I don’t know. I have been trying to get before 
this committee here to present these facts I have just presented this 
| morning. 
| Mr. Cosurn. I am referring to your rights of appeal within the de- 
| partment. Do you appeal to the Director of the Bureau of Indian 
| Affairs? 
| Mr. Smirn. Yes. 
Mr. Copurn. Have you done that? 
: Mr. Smirx. Yes. 
| Mr. Copurn. Then did you appeal to the Secretary ? 
| Mr. Smirn. Yes. : 
| . 
. 


| have one procedure in the field, which is consultation. : 
| Mr. Surrn. Yes. 
| Mr. Copurn. What do you do after that by way of appeal? 4 


Mr. Copurn. Were you given a hearing at any one of those stages ? 

Mr. Smirn. Well, I had a hearing with Mr. Kephart and Mr. 
Wershing over in the Indian department yesterday. 

. Mr. Copurn. Representing the Bureau of Indian Affairs? 
| Mr. Smirn. Yes. 

Mr. Copurn. Did you get a hearing before the Secretary ? 

Mr. Smiru. No, the Secretary was not present. Those are the two 
men that were present. 

Mr. Cosvurn. That is the only hearing you had in addition to the 
consultation ? - 

Mr. Smtrx. Yes. 

Mr. Copurn. Would you be in favor of handling this procedure un- 
der a definite and precise appeals procedure to the Secretary so that 
you would have a hearing at each stage of the game, so to speak? 

Mr. Sarru. I should think that would be the best way to handle it. 

Mr. Cosurn. But you do not feel that you have that now? 

Mr. Smrrx. Well, I don’t know. I just sort of assume we have. 

Mr. Cozurn. But you did not go to the Secretary and appeal? 

Mr. Smrru. Well, yes, I-have appealed to the Secretary. 
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Mr. Cosurn. In writing? 

Mr. Smiru. Yes. 

Mr. Cosurn. Did you ask for a hearing before him ? 

Mr. Smiru. Well, I don’t. know. I don’t .remember exactly the 
words that used. A good many of my communications have been let- 
ters or telegrams addressed to this committee here, with a copy to Mr. 
Chilson. 

Mr. Copurn. Assume that you want a court review of the action 
taken by the Secretary. Would you feel that you had exhausted your 
administrative remedies at this point? 

Mr. Sarru. I don’t know whether I have or not. I see on March 
29 I wrote Mr. Hatfield Chilson, Acting Secretary of the Interior and 
said : 

We acknowledge your telegram about extending the period for consideration 
of change in the ratios and agree to April 15. As previously stated, any changes 
found are to be retroactive to April 1. We will be glad to know the decision 
will be coming before April 15, because unless the market improves we will prob- 
ably have to stop operating on Indian timber and start operating on private 
timber. We just received the following telegram from Senator Neuberger : “In- 
dian Affairs Subcommittee will hold hearing on Quinaielt Reservation timber 
sales in Washington, D. C., April 12-15. Opportunity is afforded you to file 
statement or testimony if you desire. 

Can you give us any information about this and also advise whether or not 
you recommend we file statement or appear in person? I will be glad to call 
on you personally and also appear before the committee, if you think it will help 
our case. ; 

Then I sent a telegram to the Secretary of the Interior on.April 12, 
agreeing to further extension. You see, in that letter of March 29, I 
told him that I would. be glad to call on him personally and appear 
before the committee. , 

Mr. Cosurn. What reply, briefly, did you get. to that? I do not 
want you to read the reply, but what reaction did you get from the 
Secretary to those requests ? 

Mr. Smiru. They sent this to our office at Aloha: 

Please relay to your president, Mr. Smith, this acknowledgement of his letter 
of March 29, and request. The chairman, Senate Subcommittee Indian Affairs, 
is receiving views of Rayonier and Aloha Lumber as set forth in recent corre- 
spondence on proposed stumpage inereases. While agenda for hearing is not 
yet available, understand Quinault stumpage prices and considering prices 
and determining those prices will be discussed. Whether you desire to provide 
the committee with a further statement of views of your company or to testify: 
in person is a matter for you to decide. 


Mr. Cosurn. Who signed that ? 

Mr. Smrrn. Mr. Chilson. 

Mr. Conurn. You got no response, then, no direct response, to your 
request for a personal interview ; is that it? 

Mr. Smrru. I don’t know. I guess the implication was that it was 
going to be handled through this committee. 

Mr. Cosurn. We are talking about your rights in the Department, 
not before a legislative committee such as this is. All I want to know 
is whether or not the Secretary ever gave you the opportunity to 
appeal to him. 

Mr. Smiru. No, I don’t know that he did. 

Mr. Cosurn. On this interest matter, Mr. Smith, did you make 


_ representations to the Bureau of Indian Affairs regarding the amount 


of interest that you would have to pay on borrowed money in order 
to meet these advance payments required by the contract ? 
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Mr. Smiru. Yes. 

Mr. Copurn. When was that ? 

Mr. Smiru. On March 6, I wrote a letter to the Western Wash- 
ington Agency. After that meeting in Portland, they advised me 
to write to Mr. Ringey and send copies to Mr. Emmons, Commissioner 
of Indian Affairs. 

Mr. Cosurn. And beyond outlining in that letter that you did 
have to borrow this money upon which you did have to pay interest, 
what other evidence of the fact that you did borrow the money did 
the Bureau require ? 

Mr. Smirx. Well, I don’t know that they required any. We got 
the statement of Moss, Adams, which I think shows that. 

Mr. Cosurn. Will you please identify—what is it? 

Mr. Smrrx. Moss, Adams. They are certified public accountants 
who handle our work. 

Mr. Cosurn. They certify that you did borrow this money ? 

Mr. Sarr. Well, their statements show it. I can easily get them 
to—— 

Mr. Cosurn. No, that is all right. 

Is it your statement that they furnished the Bureau of Indian 
Affairs? 

Mr. Smtr. They furnish a statement every year. 

Mr. Cosurn. To the Bureau of Indian Affairs? 

Mr. Smirn. Sure. That would show it. 

Mr. Cosurn. Did it show it in this case? 

Mr. Smiru. Yes, they show it. 

Here is one statement I had submitted for the 4 months ending 
February. I see they lumped something. They say interest expense 
and bad debt. There was hardly any bad debt. That is a poor way 
of putting it up.. I will go back further—no, that is the only one I 
have. 

Mr. Cosurn. Does that show the amount of money you had to 
borrow to meet the advance payment requirement ? 

Mr. Smrru. Yes. It shows the notes, the amount of notes, amount 
of money borrowed. 

Mr. cia And the interest rate that you have to pay ? 

Mr. Smrru. It doesn’t show that on there, but we .«uld easily have 
them send a statement to that effect. 

Mr. Cosurn. No, I meant at that time. When you were represent- 
ing to the Bureau of Indian Affairs that you had to borrow this money 
at a certain interest rate, and these accountants certified that you did 
have to borrow that money, did they also certify as to the interest rate 
that you had to pay 2 

. Smiru. I don’t think they did. 

‘Mr. Cosurn. So that the judgment of the Bureau of Indian Affairs 
as to the charge to be made against the Indian timber on the amount 
of interest that you: had to pay was an estimate on their part; is 
that correct ? 

Mr. Smairx. Well, I suppose it would be. They couldn’t be very 
far off on the interest rate, as far as that is concerned. ; 

Mr. Cosurn. In view of the time, Mr, Chairman, I realize we are 
pressed for time, I will not ask further questions, 

Senator Cuurcn. I believe if you care to ask questions, you may. 
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Mr. Smith, feel free to supply the answers.. Do not feel, rushed. 
The fact is I will have to excuse myself at this time, because it is 
10:30 and the Senate is going to go into session at 10:30. 

Mr. Gamble, if you will take over, you may proceed with the meet- 


ing. 

Mr, Cosurn. Mr. Chairman, do we have permission to enter tlie 
documents ? 

Senator CuurcuH. Yes, you have that permission. 

It would be the desire of the chairman to complete the record and 
to include in the record all the statements that have been furnished 
the committee, including the statements of the Bureau of Indian 
Affairs. 

Mr. Copurn. Thank you. 

Mr. Smirn. I submitted an audit made by Moss, Adams for the 4- 
month period ending February 28, 1957, in which they show the long- 
term notes payable as well as current notes payable. It shows the 
amount of the money we owe, which, even if you figure it at the lowest 
interest rate at which anybody could borrow money, would be more 
than the amount that the Indian Department has allowed for interest: 

Mr. Cosurn. I am not questioning this in terms of amounts, par- 
ticularly. Iam trying to find out what evidence you submitted to the 
Bureau of Indian Affairs to substantiate your claim that you had to 
borrow this money at a certain interest rate and, therefore, an allow- 
ance should be made against the Indian timber. 

Mr. Surrn. They do not set that out specifically in their statement. 

Mr. Cosvrn. Who is “they”? 

Mr. Smrrx. Moss, Adams. 

It would probably be better to get them to do it; wouldn’t it ? 

Mr. Cosurn. That is up to you. 

Mr. Smith, as I understand the situation on the Tahola unit, there 
are certain things that you are required to do, or at least you have 
agreed to do, such as paying for scaling, running allotment lines. 
How much per choweiad' feet does it cost you to have the scaling bureau 
scale this Indian timber ? 

Mr. Smirx. Well, I think it is something like 15 cents a thousand, 
I can’t swear totheexact amount. — 

Mr. Cosurn. How much a mile does it cost you to run these lines 
and blaze and define the area that you cut ? 

Mr. Smirn. I couldn’t tell you. 

Mr. Cosurn. But you do that work, do you not? 

Mr. Smirn. Yes. 

Mr. Cosurn. Do you also do certain fire protection work? 

Mr. Smiru. Yes. 

Mr. Cosurn. In the marking of logs, which I understand you also 
do—is that correct ? 

Mr. Smirn. Yes. : 

Mr. Cosurn. What part does the Indian Bureau official or officials 
play in cooperation with your marking of logs? 

Mr. Smrrx. Well, I think he supervises it from time to time, to see 
that it is done correctly and adequately. 

Mr. Copurn. How often does he do this supervising work? 

Mr. Smrru. I don’t know exactly. I think he is out there at least 
once every week. Some of those things I am estimating. 
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_ Mr. Cosurn. Surely. To what extent do they participate in assist- 
ing you in your fire protection ? 
r. Smiru. The Indian department ? 

Mr. Cosurn. Yes. 

Mr. Smrru. Well, if they see any dangerous condition, they notify 
us. They havea lookout. I think we are arguing now about the exact 
location of a lookout. I believe it is the Indian department that keeps 
a man up there during the fire season. 

Mr. Cosurn. But it isnot one of yourmen? It is some Government 
official ? 

Mr. Smirn. That is correct. 

Mr. Cosurn. Do they work ‘with your people in the running of 
these allotment lines, or do you do that all by yourself? 

Sairn. I can’t swear to that. I think they work with us. -I 
am not positive. i: 

Mr. Cosurn. But you are not sure ? 

Mr. Smiru. I am.not sure. They certainly check to see that it is 
done correctly, but whether they work with them at the same time, I 
donot know. I know they check them. 

Mr, Cosurn. What I am trying to find out is how much of this over- 
head burden is carried by the companies involved vis-a-vis the amount 
of work that the Indian Bureau does—the actual amount of work. 

Mr. Smrru. There are some of those questions to which I could not 
give definite answers. ; 

Mr. Cosurn. As you know, they are charging the Indians a 10 per- 
cent administrative fee for doing certain things. What we are trying 
to get into this record is evidence to show precisely what they do. 

Mr. Smiru. I am not sure whether the Indian department officials 
do the checking of lines at the same time our men do it, but I know 
that they do check to see that it is done correctly. Whether they do it 
with our men or not, I don’t know. I rather am under the impression 


TIMBER SALES—QUINAIELT INDIAN RESERVATION 


that I heard them say recently that they do it with our men, but I 


am not certain. 

Mr. Cosurn. They do perform some functions in conjunction with 

ou? 

” Mr. Smiru. Yes. When I was down at Aloha recently, I heard 
them say that our forest engineer was going out with Mr. Ross of the 
Indian department to do something. I am sure that is what it was. 
I am pretty sure they do it together, but if we do it, I am sure they 
check it later. 

Mr. Cosurn. Do you have any idea what evidence other than that 
presented by the Indian Bureau the Secretary has before him at the 
time he decides to put stumpage rates into effect ? 

Mr. Smrru. I have no doubt that he reads and hears about various 
timber sales that are going on all the time. 

Mr. Cosurn. This goes back to my questions regarding your rights 
of appeal. I was wondering whether you would care to make a state- 
ment as to whether or not you think that your rights of appeal under 
these contracts should be more specifically delineated. 

Mr. Smirn. Yes, I think they should be. 

Mr. Copurn. You would favor, then, an appeal from the Bureau of 
Indian Affairs to the Secretary, along with a hearing, perhaps, where 
you could present your point of view ? 

Mr. Smirn. Yes. 
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Mr. Copurn. That is all I have. 

Mr. Gampie. Thank you very much, Mr. Smith. 

Mr. Surru. Thank you. 

Mr. Cosurn. I would like to offer for the record a c opy of a letter 
dated May 6, from Senator Richard L. Neuberger to Hon. Hatfield 
Chilson, p ee Secretary of the Interior, concerning Quinaielt tim- 
ber sales policies. 

(Letter referred to follows :) 


. May 6, 1957. 
Hon. HATFIELD CHILSON, 
Acting Secretary of the Interior, 
Department of the Interior, 
Washington 25, D. C. 


DEAR Me. SecreETARY : I am exceedingly sorry that it was necessary to postpone 
the hearing on the Quinault timber sale policies until May 27, and I want to 
take this opportunity to put before you several matters for consideration. 

We have held fairly extensive hearings in the past, and these hearings have 
provided a substantial amount of factual information on the situation. 

One of the major problems is the method of financing the business operations 
on this reservation. Ten percent of revenue is deposited in the Treasury as an 
offset to expenditures for forest management. On this reservation this method 
does not result in any assurance that adequate funds will be available to perform 
the forestry functions, either for the entire reservation, or upon individual timber 
sale contracts. I would favor legislation which would make it possible for the 


’ Bureau of Indian Affairs to withhold a portion of receipts to be placed in a special 


account so that funds would be available for the administration of the particular 
contract which provided the money. I believe that budgetary control would not 
be impaired if the proper safeguards were written into such legislation. 

On the Quinalt Reservation, which is almost totally allotted, there is another 
problem in providing the overall supervision and management for areas not 
under contracts of sale. Here, I think, some consideration should be given to 
whether this service should be performed by the Government for the Indians ‘or 
whether it should be considered as a charge against any income that may later 
develop. I would deeply appreciate your giving these matters consideration and, 
if you feel that the level of management could be improved, I hope you will 
suggest the necessary legislation. 

As you know, the subject of the prices the Indians are receiving for their 
timber has received considerable attention and is a complicated problem. I ap- 
preciate that it is very difficult to become intimately familiar with all of the 
factors that cause a timber price to be set, but by the terms of the contracts on 
the Quinault Reservation, the responsibility for deciding the true market value 
is yours. I have noted that, in the case of all Federal timber prices, it is not 
unusual for the average bid rates to be well above appraised prices. For example, 
on the Olympic National Forest in 1948, the spread was 31 percent, while in 1949 
it was but 5 percent; by 1950 it had jumped to 49 percent and in 1952 it had 
dropped to 6 percent; again in 1954 it was 105 percent, and in 1956 it receded to 
389 percent. 

I believe that these figures do show that the appraised price of all Federal 
timber are conservative and that the situation is not unique to the Bureau of 
Indian Affairs or to the Quinault timber. One unique factor on the Quinault is 
that there have been no competitive timber sales to test the data which are used 
in the renegotiations of the large volume, long-term contracts on that reserva- 
tion. In a staff analysis, a compilation was made of stumpage prices that would 
result if certain Forest Service data were applied in lieu of those used by the 
Bureau of Indian Affairs. These are Forest Service data that have been tested 
in competitive sales. Their use would result in a marked increase in the price of 
Indian timber. Nevertheless, the appraised values set by the use of the Forest 
Service data produce rates substantially below that which bidders are willing 
to pay in open competition. I would suggest that this situation also be given 
appropriate consideration. 

Leaving aside for the moment the question of the legality of the interest charge 
assessed against the Quinault Indian timber I do want to question the validity of 
the charge in terms of everyday experience in the marketplace. 
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I cannot understand why the purchasing companies should receive a reduction 
in the price of this timber because of alleged borrowing when they certainly do 
not receive similar reductions from others selling them timber, logging equipment, 
or construction plants for which money has been borrowed. 

I know of no instance where the price a seller sets for his product is influenced 
by the borrowing of the purchaser, although I am sure that the seller may take 
into account his borrowings in setting the selling price. I should like to have 
your views on this aspect of the Quinault problem. ‘ 

Closely connected with the question of timber prices and financing of operations 
is the way in which these contracts are being administered by the Bureau of 
Indian Affairs. As I understand the procedures, the Bureau of Indian Affairs 
does not recognize that the timber under contract is individual private property 
except to provide that the Indian is paid on the basis of the scale for his timber. 
The quality of the timber is not taken into acount, nor is the presence or absence 
of certain costs which affect the value of the individual Indian’s timber. The 
pricing system seems to be one of averages but there are no bases for the averages. 
I examined a large map which Rayonier furnished. It is quite evident that there 
are areas under the contract where on species seems to predominate. It might be 
helpful, both to timber management and to pricing the timber, if an annual exami- 
nation could be made by the Bureau of Indian Affairs of the timber to be cut in 
the subsequent year, so that up-to-date information on its quality and the cost 
of logging it could be taken into account in establishing the price that each allot- 
tee will receive. The benefits to sound management are self-evident. I under- 
stand that these companies recently have been cutting better-than-average tim- 
ber, but paying for it on the basis of a so-called average. Similarly 10 or 15 
years from now, when cutting reaches lower-than-average timber, it would be 
logical to expect much controversy as to whether the residual timber was so far 


below the so-called average as to require a special price reduction. If, on the 


other hand, the price of the timber each year is based upon the true market value 
of the timber to be cut, the problems of future administrators would correspond- 
ingly become less complicated. I know you will take into account the possi- 
bility of improvement in these procedures as I have suggested here. 

There is one other related matter which involves the patent-in-fee policy 
presently being followed and its impact on the Quinault Indians. I find it diffi- 
cult to envisage the advantages to an Indian of securing a patent-in-fee when 
his timber is already under contract. Certainly the timber companies holding 
the present contracts are under no legal requirement or compulsion to make a 
lump-sum payment in advance of cutting for the patentee’s timber or to purchase 
his land. The Indian has no enforceable claim that I am aware of which would 
entitle him to a release from the master timber contract. It is my understanding 
that there is some confusion about the Indian’s Federal tax liability for income 
received subsequent to the issuance of patent. I am told that the Indian is sub- 
ject to local taxes that do not occur as long as the trustee relationship exists. 
I am also advised that there is no provision for a right-of-way to the present 
timber contract holders across patent-in-fee property, and that a situation might 
arise where the holder of the patent could attempt to exact a toll for the haulage 
of timber across his allotment. 

I can well appreciate that there are many Indians who are well along in years 
who desire to secure some immediate income from their timber for necessary 
purposes. It is my hope that you can give sympathetic consideration to providing 
income for those needy people out of funds available in the Department, utilizing 
their timber as security. If this could be done in lieu of issuing a patent-in-fee, 
the contract area would remain intact in allotted status until the termination of 
the contract. It would then be possible to make a determination as to whether 
patents-in-fee should issue. 

In the so-called Queets unit, other problems arise from the absence of an ac- 
cess policy. Thus, persons who own allotments well away from public roads 
may find it impossible to market their timber or their land because of the cost 
of building a road across intervening owners and the possibility that the inter- 
vening owners may exact a toll. If it is desirable that the patent-in-fee policy 
go forward, it might be helpful to provide suitable accessibility to each tract. 
Two steps seem necessary : First, that every patent issued should proyide ingress 
and egress to adjoining or intervening allottees or owners, and second, that there 
be some advance road construction so that these allotments may in fact be ac- 
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cessible. It would be my view that the construction of these roads should be 
a charge against income. However, in view of the delay in the development of 
income for these allottees, I would think that there should be no charge for in- 
= on the funds expended by the Government in the construction of access 
roads. : 

I hope that you will be able to give these matters consideration and I shall be 
delighted to have your further views at any time. 

Sincerely yours, 


RICHARD L, NEUBERGER. 


Mr. Cosurn. The next item for the record is Mr. Chilson’s reply of 
May 10 to Senator Neuberger. 
(Letter referred to follows:) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
. Washington, D. C., May 10, 1957. 
Hon. RicHarD L. NEUBERGER, 
Chairman, Subcommittee on Indian Affairs, Committee on Interior and 
Insular Affairs, United States Senate, Washington, D. 0. 


DEAR SENATOR NEUBERGER: I have received your letter of May 6, in which you 
make a number of suggestions concerning the management and sale of timber 
on the Quinault Indian Reservation. I sincerely appreciate your giving us the 
benefit of your views on these matters, and assure you that they will receive our 
very careful consideration. 

The representatives of this Department, in testifying before your subcom- 
mittee on May 27, will be discussing these subjects, and you might want to take 
that opportunity to make further inquiries of them. We will be glad to give fur- 
ther consideration to any matters that might still require attention after the 
hearings. 

Sincerely yours, 
; HATFIELD CHILSON, 
Under Secretary of the Interior. 


Mr. Cosurn. The next item is a copy of a letter dated May 15, 1957, 
from Senator Neuberger to Mr. Chilson. 
(Letter referred to follows :) 
May 15, 1957. 
Hon. HATFIELD CHILSON, 
Acting Secretary of the Interior, 
Department of the Interior, Washington, D.C. — 


DeAR MR. SECRETARY: I appreciate your courtesy in advising me of the stump- 
age rates to be put into effect retroactive to April 1 on the Crane Creek and Ta- 
holah contracts of the Quinault Indian Reservation. I am in agreement with 
you that it was necessary and desirable to announce rates May 15, rather than to 
postpone the matter any further. However, I am concerned as to whether these 
new rates reflect the true market value of the Indians’ timber. Our hearing 
record shows that the rates made effective are lower for cedar and higher for 
white fir and hemlock than are the rates you originally announced to the pur- 
chasers. In addition they are the identical rates recommended to you on April 
10 by the Commissioner of Indian Affairs. Thus, there has been absolutely no 
change resulting from any of the facts presented in the hearings on April 12 and 
15. There are several facets of the price adjustment theories and the data upon 
which these prices rest which continue to disturb me deeply. 

The only matter that remains for consideration by the committee is to hear 
the testimony of the Bureau of Indian Affairs and representatives of your office 
as to the rationale behind the prices announced on February 27, and those recom- 
mended to you on April 10. I shall expect to receive a frank discussion of the 
elements which have been questioned both by this committee and by the Comp- 
troller General in order that I may be fully informed on the basis of the price 
finally announced. 

I would appreciate your furnishing by May 17 a copy of the appraisals which 
led to the suggested revisions of April 10. I would also appreciate your insuring 
that your reply to the Comptroller:General on the interest allowance question 
raised by him is made available prior to May 27. 
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In addition, in accordance with the provisions of the Legislative Reorganiza- 
tion Act, will you arrange to have copies of your testimony transmitted to the 
comimittee sufficiently in advance of May 27 so that they may receive appropriate 
study ? 

Sincerely yours, 
| RicHarD L. NEUBERGER. 


Mr. Cosurn. The next item is the response of Mr. Chilson, dated 
es to Senator Neuberger. 
(Letter referred to follows:) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 28, 1957. 
Hon. RicHarp L. NEUBERGER, 
Chairman, Indian Affairs Subcommittee, Committee on Interior and 
Insular Affairs, United States Senate, Washington, D.C. 


the recent adjustment of stumpage ratios, in two Quinault Indian Reservation 
timber sale contracts, that were made effective April 1, 1957. I am informed 
that the Bureau of Indian Affairs has furnished you with copies of the memo- 
; randums which led to the ratio adjustments. 
; ; I also understand that you have been provided with copies of testimony to be 
presented to your committee, on May 27, by Messrs. Kephart and Wershing of the 
Branch of Forestry in the Bureau of Indian Affairs. 
. It is regretted that our reply to the Comptroller General’s.inquiry on the inter- 
est allowance will not be available prior to May 27. This question is being care- 
fully studied within the Department, but the results thereof have not been sub- 
mitted to me for administrative review. I wish to be very sure of our position on 
- this question before replying to the Comptroller General’s inquiry. 
Sincerely yours, 
HATFIELD CHILSON, 
Under Secretary of the Interior. 


Mr. Cosurn. The next item is a letter from Mr. Chilson to Senator 


Neuberger announcing the new stumpage rates and dated May 13, . 


1957. 
(Letter referred to follows :) 
DEPARTMENT OF THE INTERIOR, 


OFFICE OF THE SECRETARY, 
Washington, D. C., May 18, 1957. 


Hon. Ricuarp L. NEUBERGER, 
Chairman, Indian Affairs Subcommittee, 
Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear SENATOR NEUBERGER: When I appeared before your committee on April 
12, there was some discussion of proposed adjustments of stumpage ratios in the 
Crane Creek and Taholah logging unit contracts of the Quinault Indian Reser- 
vation. 1 

You were informed of the purchasers’ agreement that any change in ratios, 
announced prior to the close of business on April 15, would become effective as 
of April 1, 1957. The purchasers subsequently agreed to a further postponement, 
to May 15, of the time to announce ratios that would become effective April 1. 
This was done to permit consideration of information being developed at your 
hearings. 

I am informed that in each of the years 1955 and 1956 more than 25 percent 
of +*s total year’s cut on the Taholah unit was scaled during the quarter period 
beginning April 1. On the Crane Creek unit the volume scaled in the same period 
was between 20 and 25 percent of the year’s cut. 

In the circumstances it has been considered in the best interest of the Indians 
to take action prior to May 15, and adjust the ratios effective April 1, 1957. The 





DeEAR SENATOR NEUBERGER: This responds to your letter of May 15, concerning © 
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iii and the Quinault Tribal Council have therefore been notified that, 
effective April 1, 1957, the stumpage-to-log price ratios are adjusted, as follows: 











[Percent] 
Crane Creek unit | Taholah unit 
Species [ eal 
: Previous | Ratio Previous Ratio 
ratio effective ratio effective 

| Apr. 1, 1957 Apr. 1, 1957 
Western re dcedar_ sida caaiealitherk laine ich eilinetiaationte | 24 31. 50 | 25 ‘28. 25 
IIIs. sk a p n cece ah ane sus sor euwuie sa 26 26. 00 | 7 27. 50 
Douglas-fir. .....---.--- Jatt clave ddhelaele 33 47.75 30 44.00 
We iad dc tieid— 6 ds cep ad gees skies cas 18 23. 00 16 22.25 
Western white pine -- clea i-indancneetiasiaian 23 27.75 24 28. 00 
WEGSUNEE WISIIIUEE = sinc cece npunes stan secstapeoss 19 23. 75 17 23. 75 





It is regretted that this action could not be deferred until the conclusion of 
your committee hearings which. I understand, are to be resumed May 27. Such 
deferment would mean, for all practical purposes, that we could not meet the 
June 1 deadline for giving notice of a ratio change to become effective July 1. 
New ratios, therefore, could not be made effective until October 1. 

Our choice was either to act at this time and make the increased ratio effective 
April 1, or defer the action to October 1. The former action is clearly in the 
Indians’ interest. 

Sincerely your, 
HATFIELD CHILSON, 
Acting Secretary of the Interior. 


Mr. Cozury. The next hie I would like to submit for the record is 
a letter dated May 8, from the Comptroller General of the United 
States to Senator Neuberger, wherein a breakdown is made of the 
forestry personnel of the Bureau of Indian Affairs, and their duties 
in connection with the work at the Quinaielt Reservation. 

(Letter referred to follows :) 


Cane eneeR GENERAL OF THE UNITED STATES, 
Washington, May 8, 1957. 
Senator RIcHARD NEUBERGER, 
Chairman, Subcommittee on Indian Affairs, 
Committee on Interior and Insular Affairs, 
United States Senate. 


DeAaR Mr. CHAIRMAN: At the hearing before your subcommittee held on April 
15, 1957, testimony was. given by representatives of the General Accounting 
Office concerning an audit report of the Comptroller General on the administra- 
tion of forest management activities by the Bureau of Indian Affairs, Portland, 
Oreg., area office, Department of the Interior, as of November 1956. At that 
time a request was made by the subcommittee counsel for information con- 
cerning functions performed by forestry employees at the Quinault Reservation, 
Western Washington Indian Agency. The following data is submitted in accord- 
ance with this request : 

At the time of our visit to the Western Washington Agency in August 1956 a 
iotal of 24 regular, full-time employees were engaged in forestry and related 
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clerical activities compared with 23 regular, full-time employees in April 1957. 
The positions are listed below. 


Number of employees 








Title Pay grade Series 
. August April 
1956 1957 
G6-12......- 460 1 | 1 
os-4....-..- 460 4 4 
tet oa ak 460 2 4 
a ae 460 ig, 2S 
G8-5.......-. 460 2 2 
GS-4___..... 462 1 1. oon ieniek WSs 
@8S-3........ 462 2 idhetomemamedé< 
O45... 462 4 t 
Clo his cine 462 1 1 
O-O2-5-5..: 462 1 1 
G8-5........ 462 3 3 
SS OMD 6 312 1 1 
CT ran 5 312 2 2 
bid. 225i. AOL eee Ta I sa UG A 24 23 





Subsequent to the hearings on April 15, we reviewed position descriptions for 
the Western Washington Agency in the Bureau’s central office. The changes 
in personnel between the time of our visit and the present date are due to the 
hiring of a GS-5 forester, changes in pay grade or job titles of certain employees, 
and to the fact that the two student trainees are not currently at the agency. 

In addition to the regular employees listed, the agency has four seasonal em- 
ployees. The positions are: 








e eries umber o! 
Title IGS grade | Seri Number of 
cad | employees 
Tee ce ena eee 
Fire-contro] aid (general) - -....._.....--.---.---.-----------.- Ct 456 | 1 
SR RED ee cine ee anninasnaadeasoeranie GBA. 1 456 1 
nae = re ae aes GS-3._....... 456 1 
a ieee EN i coccinea - omvaoamed 456 1 





Of the 23 regular employees 3 are clerical workers. Three of the technical 
employees, a forester (administration) GS-9, a forestry aid (timber manage- 
ment) GS-7, and a forestry aid (general) GS-7, are employed at the Everett 
and Neah Bay suboffices and are not concerned with the Quinault Reservation. 

Of the 17 employees regularly engaged in technical forestry activities at the 
Hoquiam suboffice, the forest manager, forester (administration) GS-12 and his 
assistant, a forester (administration) GS-9, are concerned with all reservations 
administered by that suboffice, including Quinault. One forester (administra- 
tion) GS-9 is in charge of the Taholah sales unit and devotes all his time to 
administration of that contract; similarly a forester (administration) GS-9 is 
in direct charge of the Crane Creek contract and devotes all his time to that con- 
tract. The time of the remaining 138 technical employees is devoted to forestry 
activities on all reservations. We do not have available a complete breakdown 

of this data and suggest that Bureau representatives be consulted for further in- 
formation relating to current duties of these 13 employees. 
Enclosed are descriptions of functions for each of the technical positions at the 
Hoquiam suboflice, for the seasonal positions at the agency, and a copy of the 
Bureau’s general timber sales regulations. The provisions of the general timber 
sales regulations are indicative of some of the functions that Bureau employees 
are responsible for on all contracts. 
Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


(The enclosures are filed with the committee. ) 
Mr. Gamste. In accordance with the statement made by the acting 
chairman, Senator Church, additional statements will be i in ‘cluded in 
the record. 


we Ts, "= 
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(Documents referred to follow :) 


ADDITIONAL STATEMENT OF CLEVE JACKSON OF TAHOLAH, WASH., PRESIDENT OF 
THE QUINAIELT TrisaL CoUNCIL 


This statement is an addition to the statement I made to the committee April 
12, 1957. 

The fee-patent policy now being followed by the Indian office warrants careful 
examination by this committee in connection with Quinault timber. Within the 
past year, the Bureau of Indian Affairs has radically changed its policy, and 
grants fee patents to this timberland to any allottee who will make an applica- 
tion for one, including allottees within the two sale areas. As a result, the De- 
partment is threatened with being unable to comply with its contracts to sell the 
timber (even through the fee patent is subject to the outstanding contract), and 
the sustained-yield policy written into the contracts may also be frustrated. To 

understand these two results requires just a little background : 

’ As the committee has heard from many witnesses, the main concern of the 
allottees is getting some cash in hand as soon as possible and not waiting for 
years to get it. Actually, delay in getting their money is the overwhelming com- 
plaint—and low price seems to be only an afterthought in most cases. For even 
with the present contract prices in these sale areas, I have personal knowledge 
of two allottees who were granted fee patents within these sale units who dis- 
counted their equity 30 percent below even the present stumpage price. 

Secondly, there is another factor in these allotments which must be taken 
into account to understand any particular situation: Not all allotments are 
equally good. The older allotments, by and large, contain the better timber, which 
is readily salable. But about 30 percent of the allotments have very poor timber, 
low in volume and of very poor quality. It is doubtful if the allottees could sell 
their timber or allotments at all. Nevertheless, their timber is included in the 
large sales and is scaled and must be paid for whether harvested or not. There 
is only one place this drag on the contract can be made up—and that is out of the 
better timber on the older allotments. As a result, the price which those better 
allotments could otherwise command is depressed, and the good subsidizes the 
poor. 

What happens when a fee patent is granted to these allotments? In any event, 
the timber has been sold and 50 percent downpayments have been made on it 
(one company has a 40 percent downpayment with another 10 percent due this 
June). So the fee patent is subject to the timber contract. If the allotment con- 
tains excellent timber, the allotment can be sold because it is both good timber- 
land and there is a substantial and valuable right connected with it for the 
balance of the payments. 

But if the allotment is of. poor timber, there is‘no market for it at all. Mean- 
while, the land has been made subject to real-estate tax by Grays Harbor County, 
and will probably go to the county for tax delinquency. Thereby, the Depart- 
ment of the Interior has lost control of the land completely. Since it is subject 
_ to real-estate taxes, the acquisition by the county is lawful, and it can lawfully 

keep the contractor off the land. The fee-patent policy pays no attention to pos- 

- sible liability of the United States for breach of contract arising from such 
situations. 

Nor does the fee-patent policy pay attention to liability which the Indian office 
may be imposing on the United States for reckless granting of fee patents on the 
application of any allottee, and without any honest inquiry into whether the al- 
lottee, and without any honest inquiry into whether the allottee is able to manage 
his property prudently. For it must be borne in mind that these are trust prop- 
erties, and the United States specifically accepted the status of trustee in con- 
nection with the allotments. Yet it forgets its duty as trustee to see that the ward 
will actually realize the fruits of the trust estate when it grants fee patents as a 
policy just for the asking. As.I say, as to the bulk of the allottees actually there 
is little or no complaint which is really addressed to the price set forth in these 
two sale areas—a price far too small on the old allotments with good timber, and 
far too high on the poorly timbered allotments. Rather, the bulk of the allottees 
put getting some immediate money above price, prudence, or anything else. The 
Bureau of Indian Affairs knows this, and accordingly its fee-patent policy is 
_ downright improvident. 
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WASHINGTON, D.C., May 25, 1957. 


Mr. JAMES H. GAMBLE, 
Committee on Interior and Insular Affairs, 
Senate Office Building, Washington, D.C. 

Dear Mr. GAMBLE: Please be advised that, among others, I represent Charles 
Forrest Scarborough, an allottee of the Quinault Tribe in Washington. 

I am informed that the hearing before the subcommittee, scheduled for May 

27, has been postponed until Wednesday, May 29, 1957. It was my intention to 
be present at the hearing and to offer a statement by Mr. Scarborough. However, 
I am engaged in the trial of a case in the United States District Court for the 
District of Columbia which resumes at 10 o’clock on Monday, May 27, and which, 
judging from progress made so far, will last for 10 days or 2 weeks more. Ac- 
cordingly, I will not be able to appear before the subcommittee on Wednesday 
next. . 
Herewith I am enclosing Mr. Scarborough’s statement. I will appreciate your 
having it inserted in the evidence and, if you can do so, have it read to the 
members of the subcommittee. I have only one copy of the statement and 
time will not permit its reproduction, so I am sending on the one copy I have. 
I hope this will suffice. q 


Very truly yours, 1 
RicHARD L. MERRICK. 


STATEMENT OF CHARLES ForrREST SCARBOROUGH CONCERNING QUINAIELT INDIAN 
TIMBERLAND OPERATIONS 


Mr. Chairman and members of the committee, my name is Charles Forrest 
Scarborough. I reside at 1234 Sixth Street, Bremerton, Wash. I am a grandson 
of Capt: James Allan Scarborough, one of the earliest white settlers in the 
Northwest. My grandmother was the eldest daughter of Chief Comcomly, the 
famous Indian chieftain of the Chinook Tribes who lived in and hunted over 
the land comprising the Oregon country, of which the States of Washington and 
Oregon comprised a part. Her Indian name was Paly Temaikami Tchinook. 
She and my grandfather were married by a Catholic priest at Fort Vancouver, 
Washington Territory, on October 30, 1843, and she was given the name of Ann 
Elizabeth Scarborough. I am recognized as an allottee of the Quinault Tribe, and 
was granted an allotment of 80 acres of timberland described as the north half 
of the southwest quarter of section 8, township 22 north, range 11 west of the 
Willamette meridian, Grays Harbor County, Wash., in what is known as the 
Crane Creek logging unit. This land is situated about 35 miles north and 6 miles 
west of Hoquiam, Wash., 2 miles north of the Quinault River, and 10 miles south- 
east of Lake Quinault. 

My allotment number is 2182. 

In 1917 a cruise of my allotment was made, and the value of the timber there- 
on was appraised at $10,211 at prices then prevailing. My brother was granted 
an allotment of 80 acres about one-half mile from mine. The timber on his 
land, which is substantially the same as mine, was appraised in 1917 at $10,083. 
Both tracts are quite densely grown with a good stand of cedar, hemlock, white 
fir, and pine. ‘ 

With other timberlands in the Quinault Reservation, comprising in all over 
35,000 acres, my allotment of timber was offered for sale on March 12, 1952, 
by the Bureau of Indian Affairs, under sealed bids to be submitted to the 
‘Superintendent, Western Washington Indian Subagency, Hoquiam, Wash., on or 
before June 17, 1952. 

By the terms of the sale, prospective purchasers were required to bid on the 
timber on 35,216 acres of land as a unit, of which my allotment was a part, 
the estimated stand of timber being 614 million feet board measure. Each bidder 
was required to submit with his bid a certified check on a solvent bank for 
$190,000, payable to the Treasurer of the United States, as a deposit, such deposit 
to constitute a part of the purchase price of the timber in the event of accept- 
ance of the bid, and, if not, the deposit would be returned to the bidder. In 
the event of default by the bidder, the deposit would be forfeited to the United 
States as liquidated damages. 
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Because of the quantity of timber offered and the amount of the deposit re- 
quired, only large concerns with corresponding resources were able to bid or 
to consider the purchase of so much timber. Small or medium-sized local logging 
operators were excluded from competition for those reasons. The terms of sale 
were designed to and had the effect of stifling competition, as it was well known 
that concerns of sufficient size and resources were extremely limited in number. | 

As a result of the terms of the offer, only one bid was received by the Bureau 
of Indian Affairs. Such bid was submitted by Rayonier, Inc., a large logging 
company incorporated under the laws of Delaware, with a branch office at 

. Hoquiam, Wash. This bid was accepted by the Bureau of Indian Affairs, and 
a formal master contract was executed, providing for payments for our timber 

' of 25 percent at the time of sale, 15 percent 3 years thereafter, and a third pay- 
ment of 10 percent 3 years later, the remaining 50 percent to be paid when the 
timber was cut. The purchaser has until 1982 to complete performance of the 
contract. 

In March 1956, I made application to the Bureau of Indian Affairs for a fee 
patent to my allotment, with a view to its sale, which application was granted. 
A new cruise accordingly was necessary. I requested permission from the 
Bureau of Indian Affairs, through the local office to select my own timber cruiser, 
and was informed that I could do so. However, I was further informed that the 
reports of only those cruisers recognized by the Bureau of Indian Affairs would 
be acceptable. I was given the name of William A. Eastman, Jr., whose estimates, 
I have since learned, are notoriously low and unfavorable to the allottee owner 
of the timber. Although I was presumed to have the right toe select my own 
timber cruiser, the result actually was that I had no choice but to accept the 
cruiser named by the Bureau of Indian Affairs, whose estimates were low, favor- 
able to the bidder who held the master contract, Rayonier, Inc., the company men- 
tioned above, and unfavorable to me. 

By Mr. Eastman’s cruise, submitted June 20, 1956, my timber cruised in 1917 
and estimated to be worth $10,211 was valued at $28,450, after a growth of 
nearly 40 years. : 

At about the same time my brother’s timber a half mile away on the same 
size allotment and of substantially the same quality and accessability for logging 
purposes, which was cruised in 1917 and valued at $10,083, was appraised at 
$54,000. I am unable to understand this difference in estimated value and 
amount of timber on the two tracts, which, as stated above, are substantially 
the same in all respects. I believe that I have been deprived of a substantial 
sum of money, first by the terms of the sale made by the Bureau of Indian Affairs, 
and secondly by the low estimate and appraisal of the cruiser forced upon me 
by the Bureau of Indian Affairs who seems to have favored the contractor at the 
expense of the individual timber owner. This is indicated by the prices upon 
which he bases his estimate. He estimated that the timber on my tract was 
72 percent cedar, 11 percent hemlock, 14 percent white fir, and 3 percent pine. 
He stated that the timber on the east 60 acres was of good quality, but that on 
the west 20 acres was of poor quality. He valued the cedar at $14.32 per thousand 
feet board measure; hemlock, at $8.34; white fir, at $8.50; and pine, at $12.81 
per thousand feet board measure. 

I am informed that during 1956 and early this year the Forest Service of the 
Department of Agriculture has made sales of timber of similar quality in the 
same general area at the following prices: 

In July 1956, cedar at $19 per thousand feet board measure: hemlock, $18; 
white fir, $18, and at considerably higher prices during January and February 
1957, cedar selling as high as $25.55 per thousand feet board measure and hem- 
lock at $22.25 per thousand feet board measure. 

Prior to making application for and receiving a fee patent to my allotment, I 
received 2 payments under the master contract of purchase between the United 
States and Rayonier, Inc., the first in the amount of $2,730.51 on September 10, 
1952, and the second on August 5, 1955, in the amount of $1,637.45, a total of 
$4,367.96. These payments were in the form of checks on the Treasury of the 
United States, and were received through the Bureau of Indian Affairs. As the 
result of the cruise and estimate made by Mr. Eastman and an arrangement of 
purchase with Rayonier, Inc., I received during April 1957, a check for $22,391.61, 
supposedly representing the entire balance due me for the timber on my allotment 
and the land as well, which was appraised by Mr. Eastman at only $720, exclusive 
of the timber. 
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Although the Federal regulations relating to sales of allotted timber and lands 
specify clearly that all costs of sale are to be paid by the purchaser, there were 
deducted from the price of the timber and land sold by me the ne amounts 
for the following purposes : 


en lisasenhiinschepepeaniemrnee agvenenentrinapey $228. 28 
ne naeapeammectitieelsine tsesismnmupseretinw “ 
ial cedncpsigrenes aeiestercntneslty mariepocoentp 25. 30 
Neen ee aaik a cocemaicemnniaen atnoaiigile were coe ssieorm 139. 50 
Nee ee ee a cpinet elem aaedl eneceepeschiey deinpercirenes pberegepentaeh 20. 50 
oS elibidateneritanelenmeeesibernstmjeereunieh 436. 58 


With the possible exception of State and Federal revenue stamps, I maintain 
that these amounts should have been paid by Rayonier, Inc., the contractor. I 
did not order any title insurance, for which $139.50 was charged to me, and it is 
of no benefit whatever to me. I know nothing about the escrow fee, and do not 
believe it is a just charge against me. 

I feel convinced that the Bureau of Indian Affairs has not properly safeguarded 
my interests, first, with respect to the prices realized for my timber, and secondly, 
by requiring me, in effect, to rely upon the cruise and estimate of a cruiser 
favorable to the contractor and unfavorable to me. 

Furthermore, the method of advertising for bids and making the so-called 
master contract with Rayonier, Inc., constituted,.in my opinion, a breach of trust. 
as it is, I believe, the duty of the Bureau of Indian Affairs to safeguard and 
protect the interests of the Indians, rather than to promote the interests of a 
private profit-making organization. 

Since the prices specified in the master contract with Rayonier, Inc., were about 
half the prevailing prices realized from other sales of timber in the same area, I 
feel that I have been deprived of at least $25,000 because of the actions of the 
Bureau of Indian Affairs. Possibly my loss will exceed that amount, as it is 
my opinion that the cruiser’s estimate of the amount of merchantable timber on 
my allotment is much too low. 

All allottees living off the Qinault Reservation are hopeful that the hearings 
being held by your committee will result in restoring to us that which we believe 
rightfully belongs to us in the way of monetary returns for our timber rights 
and the lands involved. 


UNITED STATES SENATE, 
CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
April 25, 1957. 
Hon, RicHarp L. NEUBERGER, 
Interior and Insular Affairs Committee, 
United States Senate, Washington 25, D.C. 

Dear Senator: Attached is a copy of a letter I received a few days ago from 
Mrs. Oma W. Singer, one of the allottees on the Quinault Indian Reservation. 
I have already responded to her communication, after consulting with some of 
your staff people; however, I think Mrs. Singer’s letter should be made a part 
of the record of the current hearings. 

I appreciate your courtesies in this regard, and warm personal regards. 

Sincerely yours, 
Warren G. MAGNUSON, 
United States Senator. 


VANCOUVER, WASH., April 16, 1957. 
Hon. WARREN G. MAGNUSON, 
United States Senate, Washington, D.C. 

Dear Senator Maenuson: An article appeared in the Portland Oregonian on 
Saturday, April 18, 1957, stating that a Senate Interior subcommittee is holding 
hearings on the Quinault Reservation timber sales. I do not know who is on 
this committee and I would greatly appreciate it if you would pass this along 
to the appropriate individuals. 

My individual timber allotment was sold in 1950 to the Aloha Timber (Co. on 
a 29-year contract. For 80 acres of virgin timber the estimated value was 
$2,554.95, and since the sale I have received 3 payments based on that estimated 
value. The total payments amount to $1,149.73 made in three individual pay- 
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ments. From this amount the Indian Bureau had deducted 10 percent for “ad- 
ministrative costs.” 

Prior to the sale of my allotment I wanted to have it logged myself and since 
I had both friends and relatives in small logging outfits this would have been 
a practical thing for me to have done. There would of course have been the 
problem of road construction to the various allotments we wanted to log but 
it was not an insurmountable problem. However, as you undoubtedly know, 
the policy of the Indian Bureau at that time was not only one of discouraging 
such operations on the part of the allottees but they absolutely refused to even 
permit such individual enterprise. I don't know what the policy is now as 
regards actual logging but they have come around to permitting individual 
allotments to be sold in “supervised sales.” My timber was sold then as part 
of the Aloha Timber Co.’s purchase of 545 million board-feet. 

The thing that is so grossly unfair about this sale is that no one but an outfit 
like Aloha could have bid successfully on that much timber. What it did was 
to reduce competitive bidding to a minimum. A little outfit that could bid very 
high on a small sale is left out completely. Small wonder my 80 acres went 
for such a pittance. We have been assured that we will get a “fair market 
value” when the timber is cut but this is laughable when you hear the actual 
prices that are being paid are riduculously low, sometimes even less than a 
third of fair market price. 

At one time I thought of having my allotment eruised by an independent 
cruiser. They will do it for $200 to $350 for 80 acres depending on where it 
is located. The Indian Bureau told me that this was ill-advised, and I will be 
paid on the basis of the scale when the timber is cut. This in no way assures 
me that I will get full market value for my timber. All it does is indicate that 
Aloha Timber Co. will pay me their price per board-feet on whatever it scales. 
Another idea I had was to hire a scaler of my own to stand by when the Gov- 
ernment scalers are at work but I was told that this, too, was a waste of money 
as Aloha will pay according to the Grays Harbor Scaling and Grading Bureau 
scale, 

Naturally it is very upsetting to me to see people all around me—relatives— 
whose timber was not included in the Aloha or Rayonier contracts getting much 
greater prices for their allotments than I have. But this is not my only con- 
cern. After all, I am only one individual among many who I feel have been 
unfairly treated. Handled in a different way and with the interests of the 
Indians as its primary concern I am absolutely sure that contracts far more 
favorable to the Indians could have been negotiated by the Indian Bureau than 
the Aloha and Rayonier contracts. 

While the subcommittee is investigating I think they might take a look at 
this business of deducting 10 percent for administrative costs. What is actually 
done with this money? Does it really cost that much to administer these con- 
tracts? How much does the 10 percent add up to when dealing in sales totaling 
millions of dollars? I for one would like to know the answers and I’m sure 
other members of the Quinault Tribe would be equally interested. I will be 
eagerly watching for results of the subcommittee’s hearings and I sincerely hope 
_ it will not just end with a pat on the back for Indian agency officials and a 
handshake for officials of the Aloha and Rayonier timber companies. After 
years and years of unfair treatment, though, an Indian ean be lulled into a 
don’t-care attitude. I am very tired and I shall not get my hopes up only to 
be disappointed again. 

Very sincerely yours, 
Oma W. SINGER 
Mrs. Oma W. Singer, 
Quinault Allottee No. 2310. 


INTERNATIONAL WOODWORKERS OF AMERICA, 
Portland, Oreg., April 11, 1957. 
Hon, RIcHARD NEUBERGER, 
United States Senate, Washington, D.C. 

Deak Dick: Enclosed you will find a copy of what Edward Calhoun received 
for 80 acres of timber, known as allotment No. 130, on the Quinault Reservation. 

You will note that the Indian Bureau charged $4,623.71 for administrative costs. 
You will also note in the figures on the bottom left-hand side of the page that 
there were various prices paid for the different species. 
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There was, as reported, 4,309,527 board-feet which indicates an average price 
of $10 per thousand for all of the timber in that allotment, which is less than 
half what timber in the surrounding areas is selling for. 

The overall figure would have been less than that if it had not been for the 
investigation which was carried on by your committee, which resulted in an in- 
crease in the price—especially for hemlock—from $4.47 per thousand to $7.93 per 
thousand. 

You will note that Mr. Calhoun received more for 560,049 board-feet at the new 
price than he did for 983,720 at the old price. It would seem to me that some- 
how, some way, there should be some type of retroactive adjustment for these 
people. 

I am hopeful this information will be helpful in your hearings. 
With very best wishes, I remain 
Very sincerely yours, 
[SEAL] A. F. Hartune, 
International President, 


Epwarp CALHOUN, ALLOTMENT No. 130 


As of February 28, 1957, the following has been cut from your allotment: 





Species Volume Value 
’ : (board-feet) 
RAG. RBC cs bE SGI Se each a tnd Ss dba hl deeds 340 $4. 58 
WE i drthinaninittiakniibobinhoncetingincstbouschougytuaayspasadepi aqapete 2, 820 22. 79 
Neen eee nnn ee eed meth en oeetmese 2, 504, 808 35, 2782. 43 
ee es SME Se Ore ee a anise ak Gor clacen ened oe 71, 848 42 
UMP aie his DS EEO. aie et ees ers elects 1, 729, 711 10, 308. 90 
(wath Paco a care adn Ng nde ean Faia ica aay ets 4, 309, 527 46, 237. 12 
OE Ce erenee CO FORT MCCUU Cw ee enn se meee $41, 613. 41 
Amount transferred to Treasurer, United States, for 10 percent 
te ac ma cisescn nce mnarerce mera aitpenermrerse 4, 623. 71 
Na sce arto sate dahon eenmaeh ws tenmpenigerinas 46, 237.12 
J. WARJONEN 
ee nr AO RT omni ede ee pp eaten $4. 58 
ee ee ee ee he ee eee ee eh a emcee 22. 79 
Cedar: . 
Ce ee ee eee eee A teeth 14, 272. 53 
a ee og mh ects 309. 02 
ee be ge ile RE SS IR A lg li SAIS SE SS 15, 184. 86 
Es ee eremeeesepenrmnee gee eran se wegen mem 5, 466. 02 
Spruce: 
ne es le ati itm eaten 573. 34 
NTee ee ene eee ee en eee enn eee ee et a ea 46. 25 
ee ee ee ee lean ee dan eee n ee 52. 73 
eee eee Oe eere Der mn Se spate theses 98. 10 
Hemlock : 
I I I sa a seas ceive rene ees a oie acini deasen 4, 397. 28 
i a eaten eamiimmnnigte nahin —aicoreet 111. 59 
cel eraralertnenenertrenecnanmeretnemes 4, 441.19 
a en ceenemaennctebannerenentiemenennanes 1, 256. 89. 
Nea oewnee men amermmates 46, 237.12 


PORTLAND, OrEG., April 12, 1957. 
Hon. RrcHarp L. NEUBERGER, 
United States Senate, 
Washington, D. C.: 
Yesterday my husband and I went to the forestry office at Hoquiam, Wash., 
and talked to Mr. L. C. McKeever. He and his secretary were both very courte- 
ous, cooperative, and helpful. 
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My main purpose in going there was a desire to put the timber on my allot- 
ment in the Queets unit located in the Quinault Indian Reservation up for a 
supervised sale or bids. 

I said that I wanted to retain my land, but I was informed because of the 
regulations I could not do that. I then asked Mr. McKeever to give this to me 
in writing which he did. Quote: “Under the regulations, the land and timber 
are sold as a unit on supervised sales. L. C. McKeever, forester.” 

However, they did tell me that there are several allotments not fee patented 
in one section of the Queets area where the allottees are allowed to keep their 
land. 

I do not have a clear understanding of the reasons given me but to the best of 
my knowledge he said the reasons for the regulations were because of the com- 
plete lack of access roads to my property, while those who are being allowed to 
retain their property have close access from the Olympia Highway. 

Another possibility they presented to me was that I get a group of allottees 
in the same area to go in together and ask for a timber sale. However, I feel 
that any possibility for a timber sale would be greatly handicapped due to the 
difficulty of interesting a group of allottees to go in together. 

And another difficulty would be in getting any buyer interested in that large 
a sale who would pay a good enough price. After what happened in the Crane 
Creek unit I am afraid of large sales for often there is no competitive bidding. 
However, it is my understanding that the allottees in the Crane Creek area were 
allowed to keep their land. 

But the greatest difficulty of all in tryine to get a sale of this kind would be 
the complete lack of any access roads into this particular area. 

Another recourse they gave me was that if I took out a fee patent I could 
then retain my land if, during this time, I am fortunate enough to keep the taxes 
paid until I find a buyer for the timber; if not, then I will lose the land to the 
State of Washington. 

What logic is there in my being able to retain my land with a fee patent or 
give it up because it is being held in a trust patent? 

My husband made the remark to them that this matter appeared as discrimi- 
natory. 

Senator Neuberger, you know as well as I that there were thousands of white 
people in this Northwest that sold the timber from their acreages and developed 
the land for homes, farms, etc. 

I feel that there might be valuable mineral deposits in the Quinault Reserva- 
tion. Yesterday we also drove over to Ocean City, Wash., which is located just 
a short distance south of the Quinault Reservation and saw the oil derricks there. 

They had “positively no admittance” signs up where it appeared the work is 
_. going on or was being done recently. The road going into this was well traveled 
from all appearances. 

However, about a quarter of a mile away there was one derrick that did not 
have a “no trespassing” sign up where it was located. It looked like the derrick 
was covered with thick, black oil deposits and also the drilling machinery and 
the ground around the derrick as if oil had sprayed out of the casing. 

It appears that there is no activity going on at this particular well at this 
time, and well has been capped, but there was continual bubbling and boiling 
around the casing. 

In the Aberdeen Daily World of April 10, 1957, there appears on the front page 
an article that the Sunshine Mining Co. has leased 1,700 acres of land in the 
Oyehut area for the purpose of drilling an exploratory oil well. This is near 
Ocean City. 

I wish to add to this statement that all of the above seemingly should not 
bear any reflection on Mr. L. C. McKeev er, as apparently he is bound by Govern- 
ment rules and regulations. 

If in this fine work you are doing in the investigation you can bring out a 
logical reason, or what I would consider to be one, why I cannot retain my land 
while at the same time other allottees in the Queets area are being allowed to 
keep theirs, I would certainly appreciate it. May God be with you. 

Verv truly yours, 


ALVINA FRISBIF. 
Mrs. Alvina Frisbie. 
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SEATTLE, WaASH., April 12, 1957. 
Senator RrcHarp L. NEUBERGER, 
Chairman, Indian Affairs Subcommittee, 
Senate Office Building, Washington, D. C. 

My Drar Senator NEUBERGER: I am writing to tell you about certain condi- 
tions which existed during the time I was a director of the Bay City Lumber Co., 
Aberdeen, Wash. This company was liquidated last year under seemingly 
rather peculiar conditions brought about by Rayonier, Inc., some of which are 
as follows: 

Bay City Lumber Co. was a going concern with valuable plant site, timber, 
and land. It received for its assets from Rayonier, Inc., $866,000. Weyer- 
haeuser Timber Co. paid Rayonier approximately $384,000 for the mill site 
property (for which previously Weyerhaeuser made a partial bid of $10,000 in 
auction bidding). Curiosity is aroused when Weyerhaeuser pays this amount 
for land adjacent to their new $40 million pulp mill, as they obviously would not 
have purchased it unless they had needed this property and felt sufficiently 
sure of getting it before starting construction on their new plant. 

The Bay City Lumber Co. has been in existence since 1912, was adequately 
financed and presented serious competition in bidding and buying timber when 
permitted to act independently. Rayonier owned one-third of the stock of Bay 
City Lumber Co. and people very friendly and/or under obligation to Rayonier 
owned enough more to have them control the company and force its liquidation. 
It is hard to understand why a profitable operation would be discontinued for 
legitimate reasons. 

Apparently as part of the plan, Rayonier refused to continue handling and 
hauling logs over the common carrier, the Ozette Railway Co. (which Rayonier 
eontrolled), for contract olggers logging for the Bay City Lumber Co. These 
$50 000. made court claims against Bay City and obtained approximately 

It is hoped that these points will be further investigated and the opportunity 
given to me to reply to the statements given by others in this matter. 

Very truly yours, 
JACQUELINE POLSON. 


HogurtaM, WASH., April 12, 1957. - 
Senator RicHarp L. NEUBERGER, ‘ 
Chairman, Indian Affairs Subcommittee, Senate Office Building, 
Washington, D. 0. 


My Dear SENATOR NEUBERGER: Your attention is respectfully called to the lack 
of access on an equitable basis to all prospective purchasers of timber sales 
by the Indian Service and the United States Forest Service as being a reason for 
depressed timber values in the west side of the Olympic Peninsula. 

A special act of Congress provides and stipulates that the railroad of the 
Ozette Railway Co, which enters the Quinault Indian Reservation and crosses 
part of the Olympic National Forest is a common carrier for forest products. 
The conditions of this requirement were complied with by a Government agency 
years ago, and this railroad should perform its part without causing any further 
loss to timber owners in this area. The timber owners include the United States 
Government for the Forest Service and as trustee for the Quinault Band of 
Indians and allottees of the Quinault Indian Reservation, the State of Washing- 
ton, and various private owners. 

In the event the company does not comply, the Government should have the 
authority to acquire proper roads through a take order, as it did once before in 
this vicinity when it chose to acquire existing roads rather than construct them 
on its own surveys. The valuation on the roads so taken was the same as for 
unimproved land. , 

These points are only mentioned briefly as they are part of public records. T 
would like to receive a copy of and an opportunity to reply to any challenges to 
the preceding statements. 

Very truly yours, 
F, ArRNotp Porson. 
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Mr. Cosurn. I have one other item, Mr. Gamble. 

This is a memorandum in the nature of a supplemental memoran- 
dum from the Commissioner of the Bureau of Indian Affairs to the 
Secretary of the Interior, dated May.10, which is in response to a 
request made by the chairman of this subcommittee. I would like to 
put this into the record, Mr. Gamble. 

Mr. Gamsie. That may be inserted in the record. 

(Document referred to follows :) 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF INDIAN AFFAIRS, 
Washington, D. C., May 9, 1957. 


Memorandum to: Secretary of the Interior. 

From: Commissioner, Bureau of Indian Affairs. 

Subject: Supplement to memorandum of April 10, 1957, concerning adjustment 
of stumpage-to-log price ratios, Crane Creek logging unit contract, Quinault 
Indian Reservation. 

There is presented below in tabular form the recommendations for increased 


stumpage-to-log prices ratios contained in the reports attached to-subject memo- 
randum. . 


2d quarter 1957 rates 








Species Current Recom- 
ratios mended Under eur- | Under rec- 
ratios rent ratios | ommended 
ratios 

RIO ois ntiietinndiaavetunniveniias 24 31. 50 $12. 79 $16. 78 
a ene oe ee ee 26 26. 00 15. 88 15. 88 
Do MPs, CATR Led. OF Ma 33 47.75 24.12 34.90 
Webee Obit wi ire 6. Dis dais 18 23.00 8. 64 11, 04 
p eae earns 23 27.75 13. 03 15. 72 
Western hemlock 19 23.75 8.49 10. 61 


Since there was agreement by the purchaser to make any finally determined 
ratios retroactively effective to April 1 any time prior to May 15 there has been 
sufficient time to obtain the first quarter 1957 average log prices in the manner 
prescribed in the contract. This makes it possible to show in the last column 
of the above table the actual rates that will be effective. 

- The recommended stumpage rates were derived as a result of consultation 
with the purchaser, the recommendations of the Portland area director, and 
the Branch of Forestry. The so-called interest allowance appears only in one 
of the previous tests that have been used to indicate what adjustment of ratios 
should be made. The ratios that are being recommended do not involve any 
consideration of interest ee since they were derived largely on the 
basis of judgment, 


GLENN EMMONS, Commissioner. 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF INDIAN AFFAIRS, 
Washington, D. C., April 10, 1957. 
Memorandum to: Secretary of the Interior. 
From : Commissioner, Bureau of Indian Affairs. 
Subject: Adjustment of stumpage-to-log price ratios, Crane Creek logging unit 
contract, Quinault Indian Reservation. 


This refers to Assistant Secretary Chilson’s action of February 27 in notifying 
the purchaser and the Indians of the intention to adjust stumpage ratios of the 
subject contract, effective April 1, 1957. The notice included a tentative schedule 

- of ratios that was proposed for use in consultations with the purchaser and the 
Indians prior to the Secretary’s final determination of the ratios that would 
actually become effective April 1, 1957. 

Two reports are attached, entitled “Modification of and Supplement to Stump- 
age Revaluation Report,” and “Report on Analysis of Protest by Rayonier, Inc., 
to Proposed Stumpage-to-Log Price Ratios To Be Made Effective April 1, 1957.” 
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The first report includes our recommendation as to the ratios we believe 
should be made effective April 1, 1957. The recommended ratios differ sémewhat 
from those that were proposed in the notice of intention as a basis for consulta- 
tions with the purchaser and the Indians. 

The purchaser has agreed that the order finally approving ratio changes, if 
any, shall be effective retroactively as of April 1, 1957, even though such order is 
made subsequent to that date; provided, however, that such order shall be made 
no later than close of business, Washington, April 15, 1957. 

It will be of interest to note that the purchaser’s approach to interpretation 
of the terms of the contract, including changes in the character of the operation 
and market conditions, is similar to that of the Warm Springs Lumber Co. in 
connection with the Schoolie unit on the Warm Springs Reservation on which 
court action is pending. Our interpretation on the Crane Creek contract is es- 
sentially similar to that in connection with the Schoolie unit. 

In a letter of March 27, Senator Neuberger has suggested to the Secretary 
that he withhold action on the proposed rate adjustments because of a Senate 
committee hearing scheduled to start April 11. Attention is therefore called 
to the contract provision that changes of ratios can be made only once in any 
calendar year, and can be made effective only on the 1st of January, April, July, 
or October, in each case preceded by 30 days’ notice of intention. 

GLENN L. Emmons, Commissioner. 





Marcu 29, 1957. 


MODIFIGATION OF AND SUPPLEMENT TO STUMPAGE REVALUATION aoa CRANE 
CREEK LogoiIne Unit, QuINAIELT INDIAN RESERVATION, WASH. 


On February 27, 1957, the Assistant Secretary addressed the following tele- 
gram to Rayonier, Inc.: 

“After review of established stumpage rates under Crane Creek unit, I find 
that changes in the character of the operation and market conditions have so 
altered the situation as to justify changes in existing ratios of stumpage to 
average log price. Therefore I notify you of intention to establish new ratios 
pursuant to contract procedures and effective April 1, 1957. During this period 
of notice upon request you may consult with superintendent, Western Washing- 
ton Agency, Everett, Wash., concerning such charge, proposed ratios being as 
follows: Western redcedar 38.50 percent; Sitka spruce, no change; Douglas-fir, 
47.75 percent; white or amabilis fir, 18.75 percent; western white pine, 27.75 
percent ; western hemlock and other species, 19.50 percent; cedar poles, no 
ehange.”’ 

The authorized Indian representatives were also notified, through the agency 
superintendent, to the same effect. 

The ratios suggested in the notice are those recommended for the purpose in 
the stumpage revaluation report of February 8, 1957. It should be noted that 
the consultations are intended to provide all parties in interest an opportunity 
to present their views regarding the suggested ratio changes. The ratios men- 
tioned in the notices, therefore, were tentative only, subject to modification by 
the Secretary following his consideration of additional information obtained at 
the consultations and elsewhere during the interval between the issuance of no- 
tice of intention and his actual determination of the rates to be made effective. 

Rayonier, Inc., requested and was accorded a consultation. Thereafter, there 
was mutual agreement by the company and the Assistant Secretary that the deci- 
sion as to actual change in ratios could be made at any time prior to the close 
of business in Washington, D. C., April 15, with the new ratios to be made effec- 
tive April 1, 1957. ‘The Indian representatives have not requested consultation. 

Rayonier, Inc., has vigorously protested the suggested increases in stumpage 
ratios, and has voiced particularly strong opposition to the proposed increase 
for cedar. A detailed analysis of the protest appears later in this report and 
sets out our reasons for disagreeing with many of the company’s contentions. 
We do find, however, that there is some justification for protesting the suggested 
increase in the cedar ratio. We have found no reason to change our previously 
suggested ratios for Sitka spruce, Douglas-fir, and western white pine. In con- 
trast, our further review indicates that the white fir and hemlock ratios should 
be increased more than previously suggested. 

Cedar products are used almost entirely for home construction activities and 
the flow of this material parallels this type of construction. Generally when 
home construction is off, the sale of cedar products is off. Home building, a 
weak spot in business activity, has sunk to its lowest rate in almost 8 years. - 
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Builders started new dwelling units at the rate of 910,000 units per year in 
February, the lowest rate for privately financed homes since May 1949. Plans 
of builders indicate no immediate upturn in home building financed with loans 
guaranteed by the Veterans’ Administration or insured by the Federal Housing 
Administration. It doubtless will be some time before this situation changes 
so its effects will be evident in the cedar products market. Until such time, the 
market for cedar stumpage probably will remain depressed. 

Crow’s Lumber Digest in their March 14, 1957, issue report that redcedar 
shingle producers are fighting a deadly battle to keep operating without losses. 
They are unable to readily sell their No. 1 grade which represents the major 
portion of the production. At least a part of the trouble is the slowdown in 
FHA-insured housing, where the No. 1 grade is often required. On contract 
homes, not under FHA, the builders are more inclined to substitute the lower 
grade or another material. 

The stumpage revaluation study of February 8, which was the basis of the 
ratios suggested in the Assistant Secretary's notice to the purchaser and the 
Indians, was made on an analysis of trend in sawlog prices and on direct stump- 
age appraisal. ‘The sawlog price analysis was made on the basis of reports of 
past sales modified by recent knowledge of grade recovery. A portion of the 
change in log prices was then assigned to stumpage. To this was added the bid 
rates, thereby retaining the relationship of value of the different species as 
originally set forth in the contract.. The appraisal attempts to measure the 
stumpage values by an analysis of production costs and product value, with the 
usual distribution of conversion return. The production costs were on an average 
basis, with some slight modifications for cedar costs. There is no way of deter- 
mining the actual relationship of these costs to each species. There is, there- 
fore, the definite possibility that this relationship has changed. 

A study of stumpage value increases over the past several years indicates a 
more rapid increase in hemlock, white fir, and Douglas-fir prices than the market 
trends show. The serious decline in cedar value indicates the opposite. effect. 
It is therefore appropriate to consider a realinement of the relative values of the 
different species of timber on this basis. 

The Portland area office has made an analysis of stumpage values subsequent 
to the notification of intention to change ratios. From their analysis they agree 
that the proposed ratio for cedar is too high in view of present market conditions 
and recommend a reduction. They also agree that there should be some increase 
in the ratios for hemlock and white fir. 

Shortly after the Assistant Secretary gave notice of intention to change stump- 
age ratios, the quoted log market prices for January 1957 became available: 
When compared with the averages for the fourth quarter 1956, there appears a 
decided decline in the value of cedar logs. All other species have remained 
about the same or have increased in value. This comparison appears below: 





Quoted log prices, Puget Sound-Grays Harbor markets, based on 1956 eee 
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The United States Forest Service has recently revised the cedar log values 
that it uses in stumpage appraisals in recognition of the declining market, the 
revised prices being: 


Log value 


These values correspond very closely to those shown in the previous table as 
derived by the Bureau of Indian Affairs. 

As was previously indicated, the February 8 report did not materially realine 
the relative values of the several species from those originally established in the 
contract. Since it becomes necessary to depart from market trends as indicated 
by the fourth quarter 1956 in the case of cedar, it also appears appropriate to give 
consideration to some of the other species in a similar manner. The table of 
quoted log prices shows a sharp decline for the value of cedar but an improve- 
ment rather than a decline in the value of the other important species. 

The area director, in his report of March 26, 1957, recommends only very modest 
inereases in the stumpage rates for the important-species. He does express the 
concern that the rates for white fir and hemlock appear somewhat low. We are 
of the opinion that the rates for cedar, white fir, and hemlock should be increased 
more than recommended by the area director. 

These views now afford an opportunity to accomplish some realinement of the 
relative values of the different species which was not accomplished in the pre- 
vious report. The application of this reasoning is not a departure from the 
market condition and appraisal study, but is an extension of it, recognizing some 
differences which mathematical procedure did not reveal. 

On the basis of this reasoning and the exercise of judgment in this controver- 
sial matter, it is recommended that the following action be taken. In view of the 
decline in cedar values, and the indications that it will last for some time, it is 
recommended that the indicated stumpage rate for cedar be reduced from $22 
to $18. Because of the reasonably constant and indicated increased values for 
white fir and hemlock, as contrasted to the decline in cedar, it is recommended 
the indicated rates for these species be increased from $9 to $11. The ratios com- 
mensurate with these changed values should be substituted for those previously 
proposed to the purchaser. 

The contract requires that the ratios be related to the combined Puget Sound- 
Grays Harbor-Columbia River log market prices in a specific manner. These rela- 
tionships are calculated on the basis of the fourth quarter 1956 average log prices 
and the recommended stumpage rates. 


4th quarter Recom- Recom- 
Species 1956 average mended Derived mended 
log prices stum page ratios ratios 
rates 

I iit in cheba ceatccpnnedsqdcasce $56. 99 $18. 00 31, 58 31. 50 
NN ia oi a auiiiinidt hndincker dim ceentete abo dbl 62. 30 16. 20 26. 00 26. 00 
D SEOs ee Se eS ee 73. 34 35. 00 47.72 47.75 
eae ont anh cnomdnaiionbingindns 48. 02 11.00 22. 91 23. 00 
ET SOI, bod cicncdiwecdarenmothesioses 57. 85 16. 00 27. 65 27.75 
POD HIE. on os cn tddenp bie cedntuatideuns 46.14 11. 00 23. 84 23. 75 
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The resultant stumpage ratios when applied to the fourth quarter 1956 log 
prices will correspond closely with the recommended stumpage rates. These 
rates will now be compared with those actually in effect for the first quarter 1957 
to show the change. 


4th quarter | Indicated Current 





| 
Species ; Ratios | averagelog | stumpage |__ rates Change 

| prices rates 
‘Western redeedar_..............- 31, 50 $56. 99 $17. 95 $13. 68 
SE tsdcecassodecacpccee= 26. 00 62. 30 16. 20 BS OO Poste e tHe. 
Deu Oa... 86s 47.75 73. 34 35. 02 24. 20 10, 82 
WENO EE kiseddedh ddocneitmnses<< 23. 00 48, 02 11. 04 8. 64 2.40 
Western white pine._..........-- 27. 75 57. 85 16. 05 13.31 2. 74 
Western hemlock..............-- 23. 75 


46. 14 10. 96 8.77 2.19 


This results in no change in the ratios proposed on February 27, 1957, for 
Sitka spruce, Douglas-fir, and western white pine. The ratio for western red- 
cedar is decreased from 38.50 to 31.50. For white fir the ratio is increased from 
18.75 to 23 and for western hemlock from 19.50 to 23.75. 

It is recommended that these ratios be made effective on April 1, 1957, in ac- 
cordance with the agreement that final action by the approving officer be made 
retroactive to this date, provided action is taken not later than the close of 
business on April 15, 1957. 

Henry F.. WERsHING, 
Assistant Chief, Branch of Forestry. 


Marcu 29, 1957. 


REPORT ON ANALYSIS OF PROTEST BY RAYONIER, INC., ON PROPOSED STUMPAGE TO 
Loe Price Ratios To BE Mabe EFrFrecTive Apri 1, 1957 


A report entitled “Crane Creek Stumpage Price Study” under date of March 
15, 1957, was prepared and submitted by Rayonier, Inc., to the Superintendent 
Western Washington Agency, in response to the notification of intention to 
change stumpage to log price ratios effective April 1, 1957, on the Crane Creek 
logging unit. This report was in protest to the proposed ratios. Particular em- 
phasis has been placed on the proposed increase in ratio for western redcedar. 

The Rayonier report is divided into four parts and in this memorandum will 
be considered on that basis. These four parts are: I. Background, II. Findings 
of Fact, III. Market Conditions, and IV. Conclusions. Some of the parts are 
further divided into subheadings and in some instances these subitems will be 
considered separately. 

I. BACKGROUND 


The introduction considers the various features of the contract and although 
a aa general agreement there are some items mentioned which should be 
clar ; 

The statement that any oral arguments presented by the purchaser would be 
disregarded is erroneous. The purchaser was merely requested to confirm all his 
arguments and any data present in writing. 

A representative of the purchaser was orally advised on February 21, 1957, 
that new proposed ratios were under consideration and that he might receive 
notification on or about March 1 of a change in ratios to be made effective on 
April 1. The formal notice of intention to increase ratios was not, therefore, a 
complete surprise to the purchaser, as he has intimated. 


Nature and timing of changes—contract requirements 


Section 10 of the contract essentially states that “The officer approving this 
contract or his duly authorized representative * * * may review the stumpage 
rates established by the procedure set forth in sections 6 to 9, inclusive, either 
on his own initiative or upon submission by the purchaser of evidence satisfac- 
tory to the approving officer that such a review should be made. If, as a result 
of said review, he finds that the character of the operation, changes in marketing 
conditions, or other factors -have altered the situation to such an extent that, in 
his opinion, a change in the existing ratios * * * is warranted, he shall give 30 





342 TIMBER SALES—QUINAIELT INDIAN RESERVATION 


days’ notice of his intention to establish new ratios * * * during which time the 
purchaser and the Indians may consult with the approving officer.” There is no 
indication that authorization is required for the approving officer to use section 
10 to adjust stumpage rates except as in his opinion the ratios no longer reflect 
proper values. Emphasis is placed on the statement that “normal, expectable 
fluctuations in log prices” would not justify the exercise of powers of section 10. 
There is disagreement on the interpretation of “normal, expectable fluctuations” 
in log prices. Considerable evidence is available which indicates that stumpage 
values for many species have fluctuated more than normal expectation throughout 
the entire lumber industry. A period of inflation and increased values in the 
lumber industry began about 1946, and, as is generally known, there has as yet 
been no return to normal, Intense competition has caused stumpage values on 
certain species to more than double during the past 5 years. Whether or not 
stumpage values have reached a normal level is not presently known. During 
such unsettled conditions it is difficult to determine whether or not the fluctu- 
ations have been properly accounted for. 


We do not agree with the purchaser’s paraphrased definition to the effect that - 


the powers set forth in section 10 of the contract are unique and are to be in- 
voked only on rare occasions. Section 10 is for the purpose of revising ratios 
based on changes in the character of the operation, change in marketing condi- 
tions, and other factors. There has been a significant change in market condi- 
tions since the contract was executed. It has been a period during which lumber 
and allied forest products have increased tremendously in value. Likewise the 
value of stumpage has increased. During 1954 and 1955 stumpage sold at all- 
time highs. The change in log values has not been startling when compared 
from one quarter-annual period to another. They are more significant when 
compared on an annual basis. Over a period of years the change is much more 
significant. 

The purchaser cannot mean that, in the adjustment of stumpage ratios, he is 
not on an equal footing but is at the mercy of the Secretary and his subordinates 
and could be relieved from onerous price tinkering only in the case of extreme 
abuse of discretion. The contract provides for consultation at any time a ratio 
change is under consideration, The purchaser cannot show that, during the ratio 
adjustment which was made effective October 1, 1955, he was not consulted, nor 
that his objections were not considered. Consultations during the current period 
of consideration do not indicate that the discretion exercised by the Secretary 
has in any way been abused. ; 

The period during which the contract has been in effect has béen one of rising 
prices for his products and there has been no justification for reduced ratios. 
It is not anticipated, however, that the purchaser would hesitate to make his 
position known to the approving officer in the event of, hardship and declining 
prices. The ratio adjustments which have been made and those which are under 
consideration have been approached in as fair a manner as it is possible to do. 


The purchaser states that the ratio adjustment made effective October 1, 1955, - 


must be presumed to have been fair, equitable, and the correct result; and there- 
fore the only adjustment which may now be considered is that which has oc- 
curred in market conditions since that time. Any stumpage ratio or rate adjust- 
ment must be made on the basis of the facts available at the time. This does 
not mean that all of the facts actually are available. Some factors must be con- 
sidered on the basis of estimates, There is no guaranty that subsequent events 
will actually occur as was estimated. The results may, therefore, not in accord- 
ance with predictions. Furthermore, some industry changes take place slowly, 
and may have little significance in the interval between two ratio changes. But 
their cumulative effect becomes important, and should then be reflected in a ratio 
adjustment. To ignore these cumulative changes might be to the disadvantage of 
either the purchaser or the stumpage owner. 

It cannot be agreed that the most recent stumpage ratio or rate adjustment is 
the basic starting point for any subsequent action. This is particularly true 
during recent years because of the rapid increase in value and often a change in 
relationship of one species to another because of the different rates of increase. 
It is frequently necessary to reach back beyond the most recent adjustment to 
properly interpret the change in values. Because of the difficulties involved in 
arriving at a conclusion that conditions have changed sufficiently to warrant an 
increase in ratios on a rising market the purchaser has received the benefit of 
this condition and should not expect it indefinitely. It does not appear that the 
purchaser would fail to point out such factors when involved in a continuously 
declining market. ; 
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Il. FINDINGS OF FACT 


This section introduces objections to the finding that the character of the opera- 
tion and changes in market conditions have changed to the extent sufficient to 
warrant a change in ratios. It is pointed out that the third condition, “other 
factors” was not mentioned in the notification and that the finding must stand on 
the two prior conditions. There has not been prepared a formal listing of exactly 
which factors may be considered under each of the three conditions. Therefore, 
it is likely that there is a difference of opinion as to what factors may be con- 
sidered under any of the conditions. 


Changes in the character of Crane Creek operations 


The company contends that the character of the operation has not changed since 
the inception of the contract, nor does it foresee any such changes in the foresee- 
able future. There is no explanation of what the company considers a change 
in the character of the operation. It infers that the production of higher grade 
of cedar than normally can be expected from the contract area is not a change 
in the operation’s character, but one of circumstance. 

It is agreed that at the inception of the contract it was difficult, if not im- 
possible, to ascertain with any assurance of accuracy what the average grade 
recovery for the entire unit would be. The grade recovery was estimated on 
the basis of the best information available in the same way that costs were 
estimated. We do not agree that the original grade recovery cannot be revised. 
If, however, it is not subject to revision, as contended by the purchaser, it 
becomes equally logical to contend that there should be no revision from the 
original estimate of production costs. It is inconceivable that a contract would 
provide for revision of stumpage values which did not consider both how much 
a product is worth and how much it costs to produce it. Should it be necessary 
to revise the grade recovery through amendment of contract, as contended by 
the purchaser, it would naturally follow that changes in production costs as well 
as the allowance of interest on advance payment should be accomplished in the 
same way. 

Any change in the character of the operation does not mean merely the 
character of the purchaser’s logging or utilization methods. The Bureau has 
always encouraged any changes which result in better utilization of material 
or manpower so that some of the improvement may be passed on to the stumpage 
owners. There has been advance approval of the areas in which the purchaser is 
to log but there has been no control over the quality of the timber to be logged. 
It has been a case of the purchaser selecting the areas in which he chooses 
to log. These areas have been approved when in. conformity with proper 
silvicultural practice. 

The purchaser would restrict consideration of changes in the character of 
the operation to'a consideration of factors which he considers of importance to 
him. These would include improved logging an utilization practices and the 
selection of areas which are strategically important from an economic stand- 
point. Increased knowledge of stand characteristics, grade recovery, and other 
similar factors would not under this concept be eligible for consideration with- 
out his consent. We cannot agree with the purchaser’s narrower interpretation. 

. The purchaser contends that the unit contains no better grade than an aver- 
age stand of cedar and infers that the log grades originally estimated should be 
used regardless of the quality of the timber being logged. We can agree that 
the unit contains no better grade than an average stand of cedar in that it 
covers a large area and as such should represent the average stand. In order 
for the average stand concept to apply, however, the logging should be conducted 
so as to continually produce the average product. Logging has been concen- 
trated in the better quality stands which are producing better than average re- 
turn and this should be reflected in the stumpage value. There was no possible 
way in which the average grade recovery in any particular year could be de- 
termined at the time the contract was entered into and of necessity the original 
appraisal was made on the basis of the average value of the stand. The revision 
of grade recovery is subject to change from time to time as circumstances dic- 
tate. Since this kind of information is difficult to obtain it is necessary to utilize 
it as it becomes available through log-grading activities. We cannot agree with 
the concept that log quality will change as readily as indicated by the purchaser. 
The grade recovery used in the stumpage adjustment study by the Bureau does 
not represent actual grade recovery experienced by the purchaser but is an 


— of the average timber quality to be logged within the reasonably near 
uture, . 
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There is the statement that grade recovery was calculated in accordance 
with section 7 of the contract on the basis of a 5-year experience (3 years on 
cedar) in the combined Columbia River-Puget Sound-Grays Harbor market. 
The grade recoveries were calculated by this method as a basis for obtaining 
the percentage distribution of grades to be used in future quarterly stumpage 
price changes. These percentages do not represent any particular stand but 
show only the species and grades of logs reported as sales for the three log 
markets. The original appraisal of the unit, which shows estimated log quality 
in the stand, does not utilize these percentages. There would be no good reason 
for considering that the quality of the stand is the same as the reported sales 
over such a wide area. The distribution of grades in the original stumpage 
appraisal was the distribution estimated to be in the sale area as a whole. The 
procedure set forth in section 7 is concerned with the mechanics of quarterly 
stumpage rate adjustments and not with the establishment of new ratios. New 
ratios are established in accordance with section 10. The Bureau has not in any 
way modified the provisions of section 7 in its proposed change in ratios. 


Ill, MARKET CONDITIONS 


The purchaser has presented various arguments concerned with market con- 
ditions and their application to this contract. He contends that there have been 
no changes in market conditions since the ratio adjustment of October 1, 1955, 
and that there are no reasons for an increase at this time. 

The purchaser has analyzed procedures set forth in the study by Indian 
Bureau personnel which preceded the modification of ratio change. He has 
noted that the Columbia River log market prices have been disregarded. Among 
other items in the purchaser’s analysis is the charge that the changes in log 
prices have been erroneously measured ; that the proration of increases is errone- 
ous; that the adjustment of log grades is unjustifiable; that the estimates of 
grade recovery are erroneous; that there is a deviation from the contract formula 
in the use of “quoted log prices”; and that costs are considerably more than 
those used in the appraisal. ) 

We find that a great volume of material could be prepared and tabulated, 
which would give some variation from, the figures used in the Indian Bureau 
study. In a study which involves six different species of timber, the stumpage 
values of which are predicated upon changes in market conditions and the use 
of average production costs, there is no formula which will give consistent results. 
The results will not necessarily maintain the alinement of values for the dif- 
ferent species in their proper relative positions under changing conditions. At 
one time a profitable operation may depend on certain of the species, and at 
another time on a different combination of species.. Such information is not 
completely revealed by any study of trends or appraisal but must be based on 


judgment. 


The contract does not require the use of the three log markets except for the 
quarterly determination of stumpage rates. There is no restriction on the 
material to be used in a redetermination of the ratios. The use of 3 markets 
instead of 2 would not produce results which are significantly different. 

The two-market procedure was used because the data developed can also be 
used in connection with stumpage adjustment studies of other contracts. 

We do not agree that the percentage increases in log market prices com- 
mensurately increases the stumpage rates on the Crane Creek unit. The per- 
centage increases are not commensurate with the dollar increases when there 
are wide fluctuations in dollar value. 

Another question raised is the starting point for consideration of changes in 
log values. The purchaser contends that change should be measured from the 
third quarter of 1951 instead of the second quarter of 1952 because the starting 
point in the contract for calculating the weighted average log prices was the 
former and is a part of the contract. It is generally impossible to stipulate log 
values in a contract which represent current value at the time bids for the 
timber are submitted, because the form of contract must be available to all con- 
cerned well in advance of the bidding. The purchaser made his bid during the . 
second quarter of 1952 under conditions of that time which were known to him. 
He did not make his bid on conditions of the third quarter of 1951. The weighted 
log prices in the contract serve only the purpose of providing a basis for the 
quarterly adjustments. They are not the basis for changes in ratios. 

The purchaser contends that the conversion return, or value of the product 
less zost of production, has been distributed on the basis of 50 percent to stump- 
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age and 50 percent to increased cost and profit and risk. This statement is in 
error. Neither the study of change in log values nor the direct appraisal derives 
the stumpage rates in this manner. In the study of change in log values it is only 
the change which has occurred since the contract was entered into which was 
distributed on the 50-50 basis. The bid stumpage rates, to which one-half of the 
increase was added, were based on an appraisal which provided a factor for 
profit and risk and was not derived as 50 percent of the conversion return. 

The adjustment of log grades and the reasons therefor were covered previously 
in this memorandum. 

The use of “quoted log prices” in the appraisal has been challenged by the 
purchaser. It will be noted that the quoted log prices were not used in the study 
of trend in market conditions. They were used only in the appraisal. The 
appraisal attempts to derive the current value of the stumpage based upon any 
pertinent and available information. The log values which were used are in 
accord with general appraisal practices. They are not exactly the same as used 
by other bureaus but are similar. These log prices were derived in a simple 
forward manner and since they are similar to prices used by other bureaus there 
appears to be no question of their validity. It is interesting to note that although 
prices different from those of past sales were used in the appraisal the resultant 
stumpage values are generally similar to those derived from the analysis of 
market trends. It would be a desirable situation if accurate factors could be 

‘used in an appraisal but since many of the items are estimates it appears to be 
inconsistent to require that any one of the factors must be measured with con- 
siderably more accuracy than the others. 

There is considerable discussion on increases in costs. The various items dis- 
cussed are impressive and lead to the conclusion that there are tremendous in- 
creases in costs. There has not been, however, any analysis of costs which 
rould be used in a study of the actual situation. The Bureau has been unable 
to obtain from the purchaser financial statements with sufficient detail to allow 
such an analysis to be made. Until such information is made available it will 
be necessary to rely on average costs which are gathered by this and other 
bureaus. 

Information pertaining to costs on west-ecoast operntions have been difficult 
to obtain. There may be some question as to the validity of a comparison with 
costs on east-side operations although many of the cost changes are similar. 
Since the two areas are in competition with each other logic indicates that any 
¢ost changes would need to be similar or parallel in order to maintain this com- 
petitive position. There is presented below changes in production costs for the 
western-pine region ; bY 


Total production costs, western pine region, log tally basis 


1951 1952 1953 


j 


1954 | 1955 


} 
| 
SU irc aie ke os oon igs Fai hg oy ype Se $65.84 | $68.43 | $67.61 | $68.00 $68. 96 
Central-eastern Oregon ___” 57 65. 71 | 67.55 | 67.56, 66.91 67. 65 





Cost changes since 1950 are as follows: 


1 


1952 | 1953 | 1954 | 1955 





Region... frag 432.50 | —$0.82} 440/39 1" +40. 96 
Central-eastern Oregon --____-- +7. 78 +1, 84 +. 01 —. 65 | +. 74 
: i 


—_ mig tgentniiey 


{ 
| 
} 
| 


Changes in logging costs will how be considered for the periods shown above: 


Logging costs, western- pine region, log tally basis 





; 1950 | 1951 | 1952 | 1953 | 1954 1955 


ee ae ay $23.05 | $26.81 | $27.95| $27.37| $27.21] $27.58 
Central-eastern Oregon. - - | ~.22.74! 2.44] 2.18 27. 97 27. 80 26. 98 








Tasers 
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Cost changes since 1950 are as follows: 














1951 1952 1953 | 1954 | 1955 
NR: eal pitchers inhatehae Prt +$3. 76 +$1. 14 —$0. 58 —$0. 16 +$0. 37 
Central-eastern Oregon.-__..........-.----- +3. 70 +1. 68 —.16 -—.17 








Although it is generally agreed that labor and material costs have been and are 
increasing there are various offsetting factors which tend to hold production 
eosts down. Much of this is due to increased efficiency for the entire industry. 


IV. CONCLUSIONS 


The purchaser concludes that there is a greater risk in this long-term sale 
than there is with short-term sales. We agree that the risk is somewhat greater 
but not to the extent described by the purchaser. The risk is not the same as if he 
had purchased and paid for the timber. The investment in advance payments 
has been up to 50 percent of the estimated value of the timber. As stumpage 
values rise this investment decreases from the 50 percent. Risks over and above 
that is still borne by the stumpage owners. The purchaser has assurance of an 
available supply of timber, can plan his operations accordingly, and has consider- 
able choice in the species to be cut during each year. He is not required to enter. 
the market and compete for timber year after year when the prices would fluctu- 
ate with the competitive situation. , 

The aim is to administer this contract with fairness to both the Indians and the 
purchaser. It is not desired that stumpage rates under this contract will com- 
pare with the highest obtained in sales during times of rising prices nor of the 
lowest during periods of falling prices. 

The analysis made by the Bureau and its subsequent recommendations on 
ratio changes were based on the conditions described in the report. The recom- 
mendations were generally in accord with the results shown in the trend study 
and appraisal, although it was evident that the recommended stumpage rates 
for cedar appeared somewhat high and those for white fir and hemlock some- 
what low. Other information has become available, in addition to that presented 
by the purchaser, and it appears that some adjustment of the proposed stumpage- 
to-log price ratios is in order. The conclusions reached. in this matter appear 
earlier in the attached report entitled ‘Modification of and Supplement to Stump- 
age Revaluation Report, Crane Creek Logging Unit, Quinault Indian Reservation, 
Wash.” 

. Henry F. WERSHING, 
Assistant Chief, Branch of Forestry. 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF INDIAN AFFAIRS, 
Washington, D. C., May 9, 1957. 


Memorandum to: Secretary of the Interior. 

From : Commissioner, Bureau of Indian Affairs. 

Subject: Supplement to memorandum of April 10, 1957, concerning adjustment 
of stumpage-to-log price ratios, Taholah logging unit contract, Quinault 
Indian Reservation. 


There is presented below in tabular form the recommendations for increased 
stumpage-to-log price ratios contained in the reports attached to subject 
memorandum. E 


2d quarter 2d quarter 

Species Current Recommend | 1957 rates 1957 rates 
ratios ed ratios under cur- | under recom- 
rent ratios | nendedratios 





IOUS. 25 aco lee sadbieakd 25 28. 25 $13. 83 $15. 63 


NN. 6 igi a Wants ludiacuh + dcenan> cenoan 27 27. 50 15, 7 15. 75 
moemgine-fir 6. = 62. --5 -2%.-254---- 02 3n 44. 00 21. 57 | 31. 64 
my weee OP -te: re... Sg op --- 2 Si 16 27. 9% 7.77 | 10. 80 
Western white pine._____._._..-.- 24 28.00 13. 66 | 15.94 





OU asc iise Stace Ssans eee G2 17 23.75 _ 7.59 | 19. 60 
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Since there was agreement by the purchaser to make any finally determined 
ratios retroactively effective to April|1 any time prior to May 15, there has: been 
sufficient time to obtain the first quarter 1957 average log prices in the manner 
prescribed in the contract. This makes it possible to show in the last column 
of the above table the actual rates that will be effective. 

The recommended stumpage rates were derived as a result of consultation 
with the purchaser, the recommendations of the Portland area director, and 
the Branch of Forestry. The so-called interest allowance appears only in one 
of the previous tests that have been used to indicate what adjustment of ratios 
should be made. The ratios that. are being. recommended do not involve any 
consideration of interest allowance since they were derived largely on the basis 
of judgment, 

. GLENN Emmons, Commissioner, 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF INDIAN AFFAIRS, 
Washington, D. C., April 10, 1957 
Memorandum. 
To: Secretary of the Interior. 
From : Commissioner, Bureau of Indian Affairs. 
Subject: Adjustment of stumpage to log price ratios, Taholah logging unit con- 
tract, Quinault Indian Reservation. 


This refers to Assistant Secretary Chilson’s action of February 27 in notifying 
the purchaser and the Indians of the intention to adjust stumpage ratios of the 
subject contract, effective April 1, 1957. The notice included a tentative schedule 
of ratios that was proposed for use in consultations with the purchaser and 
the Indians prior to the Secretary’s final determination of the ratios that would 
actually become effective April 1, 1957. 

Two reports are attached, entitled “Modification of and Supplement to Stump- 
age Revaluation Report,” and “Report on Analysis of Protest by Aloha Lumber 
Corporation to Proposed Stumpage to Log Price Ratios to be Made Effective 
April 1, 1957.” 

The first report includes our recommendation as to the ratios we believe should 
be made éffective April 1, 1957. The recommended ratios differ somewhat from 
those which were proposed in the notice of intention as a basis for consultations - 
with the purchaser and the Indians. 

The purchaser has agreed that the order finally approving ratio changes, if 
any, shall be effective retroactively as of April 1, 1957, even though such order 
is made subsequent to that date; provided, however, that such order shall be 
made no later than close of business, Washington, D. C., April 15, 1957. 

The attached telegrams and teletype, if dispatehed not later than April 15, 
will make the recommended ratios effective April 1, 1957. 

In a letter of March 27, Senator Neuberger has suggested to the Secretary 
that he withhold action on the proposed rate adjustments because of a Senate 
committee hearing scheduled to start Aprii 11. Attention is, therefore, called 
to the contract provision that change of ratios can be made only once in any 
calendar year, and can be made effective only on the Ist of January, April, July, 
or October, in each case preceded by 30 days’ notice of intention. 


GLENN EMMons, Commissioner. 
MARCH 29, 1957. 





MODIFICATION OF AND SUPPLEMENT TO STUMPAGE REVALUATION Report, TAHOLAH 
: LoeeGIne Unit, QUINAIELT INDIAN RESERVATION, WASH. 


On February 27, 1957, the Assistant Secretary addressed the following iele- 
gram to the Aloha Lumber Corp. : 

“After review of established stumpage rates under Taholah uait contract, I 
find that changes in the character of the operation and marketing conditions 
have so altered the situation as to justify changes in existing ratios of stump- 
age to average log price. Therefore I notify you of intention to establish new 
ratios pursuant to contract procedures and effective April 1, 1957. During this 
period of notice upon request you may consult with Superintendent, Western 
Washington Agency, Everett, Wash., concerning such change, proposed ratios 
being as follows: Western redcedar, 34.25 percent; Sitka spruce, -27.50 percent ; 
Douglas-fir, 44 percent; white or amabilis fir, 22.25 percent; western white pine, 
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28 percent; western hemlock and other species, 19.50 percent ; cedar poles, pulp- 
wood salvage, shingle bolts, and shake board no change.” 
The authorized Indian representatives were also notified, through the agency 
superintendent, to the same effect. 
The ratios suggested in the notice are those recommended for the purpose in 
the stumpage revaluation report of February 8, 1957. It should be noted that 
the consultations are intended to provide all parties in interest an opportunity 
to present their views regarding the suggested ratio changes. The ratios men- 
tioned in the notices, therefore, were tentative only, subject to modification by 
the Secretary following his consideration of additional information obtained at 
the consultations and elsewhere during the interval between the issuance of 
notice of intention and his actual determination of the rates to be made effective. 

The Aloha Lumber Corp. requested and was accorded a consultation. There- 
after, there was mutual agreement by the company and the Assistant Secretary 
that the decision as to actual change in ratios could be made at any time prior 
to the close of business in Washington, D. C., April 15, with the new ratios to. be 
made effective April 1, 1957. The Indian representatives have not requested 
consultation, ; 

The Aloha Lumber Corp. has previously protested the suggested increases in 
stumpage rates, and has voiced particularly strong opposition to the proposed in- 
crease for cedar. The purchaser has suggested that the present ratio for cedar 
should be reduced. A detailed analysis of the protest appears later in this report 
and sets out our reasons for disagreeing with many of the purchaser’s contentions. 
We do find, however, that there is some justification for protesting the suggested 
increase in the cedar ratio. No reason has been found to change the previously 
suggested ratios for Sitka spruce, Douglas-fir, white fir, and white pine. In 
contrast, our further review indicates that the hemlock ratio should be increased 
more than previously suggested. : 

Cedar products are used almost entirely for home-construction activities and 
the flow of this material parallels this type of construction. Generally when home 
construction is off, the sale of cedar products is off. Home building, a weak 
spot in business activity, has sunk to its lowest rate in almost 8 years. Builders 
started new dwelling units at the rate of 910,000 units per year in February, 
the lowest rate for privately financed homes since May 1949. Plans of builders 
indicate no immediate upturn in home building financed with loans guaranteed 
by the Veterans’ Administration or insured by the Federal Housing Administra- 
tion. It doubtless will be some time before this situation changes so its effects 
will be evident in the cedar-products market. Until such time, the market for 
cedar stumpage probably will remain depressed. 

Crow’s Lumber Digest in their March 14, 1957, issue report that redcedar- 
shingle producers are fighting a deadly battle to keep operating without losses. 
They are unable to readily sell their No, 1 grade, which represents the major 
portion of the production. At least a part of the trouble is the slowdown in 
FHA-insured housing, where the No. 1 grade is often required... On contract 
homes, not under FHA, the builders are more inclined to substitute the lower 
grade or another material. : 

The stumpage-revaluation study of February 8, which was the basis for the 
ratios. suggested in. the Assistant Secretary’s notice to the purchaser and the 
Indians, was made on an analysis of trend in sawlog prices and on direct stump- 
age appraisal. The sawlog-price analysis: was made on the basis of reports of 
past sales modified by recent knowledge-of grade recovery. A portion of the. 
change in log prices was then assigned to stumpage. To this was added the bid 
rates, thereby retaining the relationship of value of the different species as 
originally set forth in the contract. The appraisal attempts to measure the 
stumpage values by an analysis of production costs and product value, with 
the usual distribution of conversion return. The production costs were on an 
average basis, with some slight modification for cedar costs. There is no way 
of determining the actual relationship of these costs to each species.’ There 

is, therefore, the definite possibility that this relationship has changed. 
| 
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A study of stumpage value increases over the past several years indicates a 
more rapid increase in hemlock, white fir, and Douglas-fir prices than the market 
trends show. . The serious decline in cedar value indicates the opposite effect. 
It is therefore appropriate to consider a realinement of the relative values of 
the different species of timber on this basis. 

The Portland area office has made an analysis of stumpage values subsequent 
to the notification of intention to change ratios. From their analysis they agree 
that the proposed ratio for cedar is too high in view of present market ‘conditions 
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and recommend a reduction. ‘They also agree that there should be some increase 
in the ratios for hemlock and white fir. 

Shortly after the Assistant Secretary gave notice of intention to change stump- 
age ratios, the quoted log market ‘prices for January 1957, became available. 
When compared with the averages for the fourth quarter 1956, there appears 
a decided decline in the value of cedar logs. All other species have remained 
about the same or have increased in value. This comparison appears below: 


Quoted log prices, Puget Sound-Grays Harbor markets, based on 1956 production 





























Average Average 
Species Grade 4th quar- | January | log value, | log value, Change 
: ter, 1956 1957 4th quar- | January 
ter 1956 1957 
Western redcedar.........--- . $96. 71 $89. 53 
eas 56. 07 53. 33 $63. 45 $59. 84 * —$3. 61 
it 42.15 40. 61 
Sitka spruce. .................] Select SF | 91. 46 
eu canaies . 91 66. 00 
RS re 48. 80 48. 56 60. 42 59. 95 —.47 
estar 44.73 44.60 |}. 
pe ae 2 114. 55 | 113. 03 
rath 105. 43 | 104. 65 
Su,.4e .44-- 88. 40 87. 62 
SI 70. 60 71. 80 82. 18 82. 53 +. 35 
2 60. 72 62. 50 
60.10 | 52. 70 
White-fir_._..._-. 60. 73 62. 85 
55. 50 58. 23 
47. 87 49. 02 49. 22 50. 45 +12 
45. 07 45. 53 
Western hemlock 60. 68 62. 81 
55. 48 58.16 el 
47.52 48. 27 48. 23 49. 03 +. 80 
44.72 44. 91 





The United States Forest Service has recently revised the cedar-log value that 


it uses in stumpage appraisals in recognition of the declining market, the revised 
prices being: 


Species | Grade Log value 


Western redcedar 


’ 

; 

; 

; 
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These values correspond very closely to those shown in the previous table as 
derived by the Bureau of Indian Affairs. ’ 

As was previously indicated, the February 8 report did not materially realine 
the relative values of the several species from those originally established in the 
contract. Since it becomes necessary to depart from market trends as indicated 
by the fourth quarter 1956 in the case of cedar, it also appears appropriate to give 
consideration to some of the other species in a similar manner. The table of 
quoted log prices shows a sharp decline for the value of cedar but an improve- 
ment rather than a decline in the value of the other important species. 

The area director, in his report of March 27, 1957, recommends no increase 
in the stumpage rate for cedar and modest increases for the other important 
species. We are of the opinion that the rates for cedar, white fir, and hemlock 
should be increased more than that recommended by the area director. 

These views now afford an opportunity to accomplish some realinement of the 
relative values of the different species which was not accomplished in the pre- 
vious report. The application of this reasoning is not a departure from the market 
condition and appraisal study, but is an extension of it recognizing some differ- 
ences which mathematical procedure did not reveal. 

On the basis of this reasoning and the exercise of judgment in this controversial 
matter, it is recommended that the following action be taken. In view of the 
decline in cedar values, and the indications that it will last for some time, it is 
recommended that the indicated stumpage rate for cedar be reduced from $20 
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$16.50. Because of the reasonably constant and indicated increased values for 
hemlock, as contrasted to the decline in cedar, it is recommended the indicated 
rates for this species be increased from $9 to $11. The ratios commensurate with 
these charged values should be substituted for those previously proposed to the 
purchaser. 

The contract requires that the ratios be related to the combined Puget Sound- 
Grays Harbor log market prices in a specific manner. These relationships are 
ealculated on the basis of the fourth quarter ae average’ log prices and the 
recommended stumpage rates. © 




















oe 4ih quarter Recom- Recom- 
Species 1956 average mended Derived mended 
| log prices | stumpage ratios ratios 
rates 

soe ~ wake ee | = ieperenen a = . 
Western redcedar...........-------.----------- $58. 28 | $16. 50 28. 31 28, 25 
Sitka oe ya peat | 58. 14 | 16.00 | 27. 52 27. 50 
eaee+-- 72. 62 32. 00 | 44. 06 | * e 
ite fir ‘ : 49. 35 11, 00 | 22. 29 | 22. 2! 
Western white pine. _........2-.----....------ 57. 08 16.00 | 28.03 | 28. 00 
Western hemlock. .-~-- a AE 46.07 | 11. 00 | 23. 88 | 23. 75 

' 





The resultant stumpage ratios when applied to the fourth quarter 1956 log 
prices will correspond closely with the recommended stumpage rates. These 
rates will now be compared with those actually in effec t for the first quarter 1957 
to show the change. 

















a ae | 
4th quarter Indicated | Current mae af st 
Species Ratios 1956 average | stumpage rates Change 

bi log prices | rates =| 
Western redcedar____ 28, 25 $58. 28 | $16. 46 $14. 57 | $1. 89 
Sitka spruce..._.....___. 27. 50 58. 14 15. 99 15.70 | . 29 
Douglas-fir..______- | 44.00 | | 72.62 | * 31. 95 21.79 10. 16 
White fir. pa - SESE j 22. 25 49. 35 10. 98 7.90 | 3. 08 
Western white pine... eel 28. 00 57.08 | 15.98 | 13. 70 2. 28 
Western hemlock---_-_.........--- | 23. 75 WT. 46. 07 | 10. 94 7 
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This results in no change in the tations proposed on February 27, 1957, for Sitka 
spruce, Douglas-fir, white fir, and western white pine. The ratio for western red- 
cedar is decreased from 34. 25 t 0 28.25. For western hemlock the ratio is increased 
from 19.50 to 23.75. 

It is recommended that these ratios be made effective on April 1, 1957, in ac- 
cordance with the agreement that final action by the approving officer be made 
retroactive to this date provided action is taken not later than the close of busi- 
ness on April 15, 1957. 

, Henry F. WERSHING, 
Assistant Chief, Branch of Forestry. 


Aprit 1, 1957. 


REPORT ON ANALYSIS OF PROTEST BY ALOHA LUMBER CORP. ON PROPOSED STUMP- 
AGE-TO-LOG PRIcE RATIOS TO BE MADE EFFECTIVE APRIL 1, 1957 


In letters of February 26, March 6, March 14, and March 23, 1957, the Aloha 
Lumber Corp. responded to the Assistant Secretary’s notification of intention 
to change stumpage-to-lumber price ratios effective April 1, 1957, on the Taholah 
logging unit. The letters of February 26, March 6, and March 14 were addressed 
to the superintendent, Western Washington Agency, and that of March 23 to 
the Commissioner, Bureau of Indian Affairs. Particular emphasis has been 
placed on the proposed increase in ratio for western redcedar, and it was the 
opinion of the purchaser that this ratio should be adjusted downward rather 
than upward. 

In support of this contention the purchaser presented a copy of Crow’s Weekly 
Letter dated February 22, 1957, and an article entitled “Western Lumber. Mills 
Note Signs of Slight Rise in Demand, Prices” in the Wall Street Journal of March 
4, 1957. There was also included a tabulation by the Red Cedar Shingle Bureau 
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showing the decline in the production of redcedar shingles since 1950. The pur- 
chaser also submitted a condensed balance sheet and statement of operations for 
the 4 months ending February 28, 1957. In connection with the balance sheet 
there was submitted a copy of Crow’s Weekly Letter dated March 8, 1957, and a 
copy of the statement dated November 18, 1955, and submitted to the Joint Com- 
mittee on Federal Timber Sale Policies during the hearings held at Aberdeen, 
Wash. 

The purchaser has not raised the question of interpretation of the terms of the 
contract and makes his protest entirely on the decline in the lumber market. The 
following figures are presented : 





| | 
| Current price | 


1¢ by 8 clear cedar or some : f $125. 00 
% by Be Ee Be Gk oo hi coats deeees | mare id 
No. 1 shingles, square. _----_..--_-- 
1g by 8 C siding SR ABS a 27. 0 

1 by 6 by 8 No. 2 boards and shiplap_ | 
No. 3 boards 








The president of the company states that they are paying 5 percent on loans 

_ from the Peoples National Bank. The M. R. Smith Shingle Co., which is associated 

with the Aloha Lumber Corp., made some long-term loans several years ago at 

rates of 4 and 414 percent because of the many obligations due to reconstruction of 
the mill. 

It is further stated that for the year ending October 30, 1956, there was an 
item of stumpage sales in the amount of $22,890.78 which was privately owned 
timber and ‘has no connection with the Taholah unit. If this were deducted 
from net income after taxes, the return on invested capital was 5.1 percent. 

The financial statement for the 4-month period ending February 28, 1957, 
shows an operating loss of about $40,000. ‘ 

There is also the statement that the timber logged to date has been in the 
better quality stands. This was done to help decrease the amount of debt out- 
standing. It is expected that future logging will be in poorer quality timber. 

The purchaser raises no particular objection to the production costs which 
have been used for logs delivered to the mill at Aloha. He does protest that no 
allowance has been made for logs which cannot be utilized at the mill but must 
be shipped to other points. It is stated that this cost is about $8.40 and should 
be taken into consideration when adjusting stumpage rates. 

There has been a significant change in market conditions since the contract 
was executed. It has been a period during which lumber and allied forest prod- 
ucts have increased tremendously in value. Likewise the value of stumpage 
has increased. During 1954 and 1955 stumpage sold at all-time highs. The 
change in log values has not been startling when compared from one quarter- 
annual period to another. Over a period of years, however, the change is much 
more significant. 

The period during which the contract has been in effect has been one of the 
generally rising prices for goods produced from the Taholah unit stumpage, and 
there has been no justification for reducing the stumpage-to-log ratios. The ratio 
adjustments which have been made and those which are under consideration have 
been approached in as fair a manner as it is possible to do. 

In a study which involves six different species of timber, the stumpage values 
of which are predicated upon changes in market conditions and the use of average 
production costs, there is no formula whieh will give consistent results. The 
results will not necessarily maintain the alinement of values for the different 
‘species in their proper relative positions under changing conditions. At one time 
a profitable operation may depend on certain of the species, and at another time 
on a different combination of species. Such information is not completely re- 
vealed by any study of trends or appraisal, but must be based on judgment. 

The study which resulted in the ratios proposed to the purchaser on February 
27, 1957, was based on a consideration of values from two viewpoints. The first 
consideration was the trend in log values. It was based on records of past sales, 
adjusted to consider change in grade recovery and scaling practices. The second 
consideration was a direct stumpage appraisal. The appraisal attempts to de- 
rive the current value of the stumpage based upon pertinent and available in- 
formation. Quoted log prices were used in the appraisal. These log prices were 
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derived in a simple forward manner and since they are similar to prices used by 
other bureaus, there appears to be no question of their validity. It is interesting 
to note that, although the two analyses of stumpage values did not use the same 
source of information as to log values, the resultant stumpage values are gen- 
erally similar. 

Information pertaining to costs on west coast operations has been difficult to 
obtain. There may. be some question as to the validity of a comparison with 
costs on east-side operations although many of the cost changes are similar. 
Since the two areas are in competition, logic indicates that any cost changes 
would need to be similar or parallel. There are presented below changes in pro- 
duction costs for the western pine region. 


Total production costs, western pine region, log tally basis 


SS eee ges 
1950 1951 | 1952 | 1953 1954 | 1955 











| 
ters: $57.68 | $65.84 | $68.43 | $67.61 | $68.00} $68. 96 
Central-eastern Oregon. _._--..------.--- | 87.93) 65.71 | 67. 55 | "67.56.| 66.91 67. 65 
Cost changes since 1950 are as follows: 
wih seh echt inet palette 
| 1951 1952 | 1953 1954 1955 
Spar caer enn i atte aia lain nin 
Oi sphere t+~$92~-rarha gener ~eret tater | +$8.16 | +$2.59 | $0.82 +$0.39/ +80. 9% 
+ 


Central-eastern Oregon__..._..____----_------------ | +7.78 | $1.84 | 01)  —.65 | +. 74 


Changes in logging costs will now be considered. 


Logging costs, western pine region, log tally basis 
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Central-eastern Oregon ...................- 22 74.) 4 28. 13 | 27. 97 | 27. 80 26. 98 
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Cost changes since 1950 are as follows: 
| 1951 1952 | 1953 | 1954 | 1955 
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Although it is generally agreed that labor and material costs have been and 
are increasing, there are various offsetting factors which tend to hold production 
costs down. Much of this is due to increased efficiency for the entire industry. 

The analysis made by the Bureau and its subsequent recommendations on 
ratio changes were based on the conditions described in the Bureau’s trend study 
and appraisal. The recommendations were generally in accord with the results 
shown in that study, although it was evident that the stumpage rates for cedar 
appeared somewhat high and those for western hemlock somewhat low. Other 
information has become available, in addition to that presented by the purchaser, 
and it appears that some adjustment of the proposed stumpage to log price ratios 
is in order. The conclusions reached in this matter appear in the attached 
report entitled “Modification of and Supplement to Stumpage Revaluation Re- 
port, Taholah Logging Unit, Quinault Indian Reservation, Wash.” 

Henry F. WERSHING, © 
Assistant Chief, Branch of Forestry. 


Mr. Gamete. Mr. Kephart and Mr. Wershing, you may step for- 
ward. | 
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STATEMENTS OF GEORGE S. KEPHART, CHIEF, BRANCH OF FOR- 
ESTRY, BUREAU OF INDIAN AFFAIRS; AND HENRY F. WERSH- 
ING, ASSISTANT CHIEF, BRANCH OF FORESTRY, BUREAU OF 
INDIAN AFFAIRS 


Mr. Gamste. I believe you gentlemen should be apprised of the 
situation which developed this morning. 

The Senate had to go back into session at 10:30. The chairman, 
Senator Neuberger, was unable to attend this meeting this morning. 
Senator Church, who opened the meeting, was only ve to stay with 
us for approximately 30 minutes. 

Senator Neuberger has expressed to me the desire that the material 
which you have furnished to the committee earlier, in the form of your 
statements, and additional material, be included in the hearing at this 
time. We have a tentative, and I hope firm, meeting date arranged 
for Monday next, at 10 o’clock in the morning, at which time the repre- 
sentatives of the Bureau of Indian Affairs will be afforded an oppor- 
tunity to testify at some length. 

. Mr. Kephart, would you care to make some introductory statement 
in-the way of inserting your material in the hearing aan d 

Mr. Kernuart. We were informed, of course, that the meeting had 
been postponed until Monday, so we did not know that there was any 
meeting at thistime. Just a few moments ago we received a telephone 
call asking that we bring our testimony for submission at this time. 
We have that here for submission. There is a document here which 
is my statement that I proposed to make, with supporting exhibits. 
It is in two parts. Mr.-Wershing also has his material to submit. 


We are glad to hear that there will be an opportunity for us to 
testify on this orally in addition to submitting this, because we feel 
that it is of great importance that we be given that opportunity, to 
ay orally. We did not come here today prepared to testify that 


way, but merely to submit this for the record. 

I believe that is all I would have to say at this time, 

Mr. Gamste. I assure you, Mr. Kephart, that the chairman of the 
subcommittee was disappointed himself that we were not able to con- 
tinue this hearing this morning right on until noontime. I am sure 
you understand.that the Senate had to go into session early, and there 
is an important measure to be considered. . 

None of the other members of the subcommittee were able to attend 
except Senator Church. Senator Neuberger has told me that he is 
definitely going to have this hearing, and it is scheduled for Monday, 


so that you people could be afforded an opportunity to express fully - 


your point of view with respect to the sales policies and procedures on 
the Quinaielt Reservation. 
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(Statement referred to follows :) 


STATEMENT BY GreorGR S. KEPHART, CHIEF, BRANCH OF FORESTRY, BUREAU OF INDIAN 
AFFAIRS 


CONTENTS 
Introduction. 
Land ownership. General Allotment Act. 
Authority for sale of timber. 
Annual income and sustained yield: 
Recently suggested methods. 
Management problems: 
Indians’ need of income, age distribution. 
Antedated inventories. 
Fee patent policy : 
Barlier policy. 
Present policy and supervised land sales. 
Valid contracts not nullified. 
Mrs. Slade’s testimony. 
The timber-sale policy : 
Various sale plans considered. 
Decision to make three large sales. 
Recognized disadvantages thereof. 
Participation by the Indians in forest management : 
Consultation with the tribe. 
Powers of attorney for timber sales. 
Consultation with individuals. 
Access to information. 
Timber-sale deductions and services rendered : 
Timber-sale deductions. 
Services rendered. 
General Accounting Office audit report. 
Interpretation. of contract terms. 
Stumpage appraisal procedures: 
ureau of Land Management manual. 
Forest Service manual. 
Bureau of Indian Affairs appraisal instructions. 
Adequacy of Crane Creek and Taholah unit stumpage prices: 
Opposing x views of Indians and purchasers. 
of Secretary in stumpage rate adjustments. 
Reservation stumpage is less valuable than on national forest : 
Differences in topography are significant. 
Topography affects stand composition. 
Stand composition affects stumpage values. 
Conclusion. 
Differences of opinion not unexpected. 
The so-called interest allowance. 


Mr. Chairman and members of the committee, we appreciate this opportunity to 
reply to testimony heard by your committee on April 12, and 15, 1957. 

In that testimony there have been many complaints against the Bureau of 
Indian Affairs because of its forest management and timber sale practices on 
the Quinault Reservation. The complaints are essentially that the forest is not 
being managed according to sustained-yield principles in a manner to provide 
maximum return, that there is no provision for annual income to each Indian, 
and that the Indians are not consulted regarding the management of their forest 
property. 

Those who have already testified have been remarkably frank, and we must 
be equally frank in responding. 

I respectfully submit, therefore, that those who have complained either are not 
informed regarding the problems confronting us, or have not comprehended fully 
how serious these problems are. 

If sustained-yield forest management on a reservationwide basis were the only 
objective of management, the task would be no more difficult on the Quinault 
Reservation than on any other similar forest of about 170,000 acres. The accept- 
ed management practice of clear cutting by staggered settings could be followed. 
As each acre of land was clear cut, logging operations would leapfrog across the 
reservation at a steady rate. And eventually, about 60 years hence, there would 
be a regenerated stand of timber on the first acre, to which logging operations 
would return for the start of a second cutting cycle. There would thus be a 
steady annual harvest on the reservation, with each acre being cut once every 
60 years. 

This practice would be in harmony with the concept of sustained-yield forest 
management that is looked upon with favor by the Congress, by your com- 
mittee, and by the general public. Furthermore, it is in fact the form of manage- 
ment that the Bureau of Indian Affairs is practicing on the Quinault Reservation. 

If the objective of management were to combine the sustained-yield concept 
with reasonably steady annual income, this, too, could be followed for the reser- 
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vation forest as a whole. This, too, in fact, is the general concept of manage- 
ment being attempted by the Bureau on the Quinault Reservation. 

Forest management of the Quinault Reservation as a whole, as it is being prac- 
ticed by the Bureau of Indian Affairs, is therefore essentially in harmony with 
the usual concept of sustained-yield production and use. 

The real problem arises from the fact that the Quinault: Reservation forest is 
not a single forest of 170,000 acres. It is, instead, a collection of more than 2,000 
separate little 80-acre forests, each individually owned. Each owner is entitled 
to an income only from the sale of timber on the particular little forest in which 
* he has a beneficial interest. , 

It means nothing to the individual Indian, therefore, that we are practicing 
sustained-yield management on the Quinault Reservation as a whole, or that tnere 
is an annual reservation wide income. As far as he is concerned, he receives 
no income until the fortunate time when logging operations are actually in 
progress on his particular 80 acres. In a brief space of time, all of the timber his 
little forest was able to produce over the many preceding years is cut, and he 
suddenly receives all the income resulting from that growth. Just as suddenly 
his forest is cut clean, and he faces the inevitable fact that the next income from 
his forest will be 60 years hence—probably to be enjoyed by his heirs. 

For all practical purposes it is impossible to cut one-sixtieth of every allotment 
every year. The problem confronting us, therefore, is to find the most feasible 
compromise between reservationwide sustained-yield income and a form of man- 
agement that will more nearly meet the desire of each Indian for an annual in- 
come. 

It is only through the exercise of judgment based upon long experience that a 
workable compromise has been accomplished. 

It is the lack of experience with this problem among those who have com- 
plained, or their reluctance to face the problem squarely, that has resulted in a 
lack of understanding of the complexities of the problem. This fact underlies, 
unrecognized, most of the complaints that have been brought before your com- 
mittee. i 

The four general prablems discussed by those who testified on April 12 and 15 
are: (1) The problem of providing an annual timber sale income to all the In- 
dians, consistent with sustained-yield forest management; (2) the need of pro- 
viding meaningful participation by the Indian owners in the management of 
their property; (3) the need of maintaining a reasonable balance between the 
amount charged for administrative services and the value of those services to 
the Indians; and (4) most important, the adequacy of prices being received by 
the Indians for their timber. 

The four general problems outlined above will be discussed in the same order, 
together with some other minor problems that have been brought to your atten- 
tion. But before doing so it is essential that we recall to those present the 
reasons for the peculiar ownership pattern on the Quinault Reservation, and its 
effect upon forest management and timber sale policies. We must also review 
the basic authority for harvesting this timber. 


Landownership 


The special problems confronting us in managing the Quinault Reservation 
forest originated in the General Allotment Act of February 18, 1887 (25 U.S. C. 
331), as amended. The act authorized the President of the United States to 
allot Indian lands in severalty to the Indians, “* * * whenever in his opinion 
any reservation or any part may be advantageously utilized for agricultural or 
grazing purposes * * *.” 

It is difficult to believe that the heavily timbered lands of the Quinault Reser- 
vation could have been considered advantageous “for agricultural or grazing 
purposes” and, as such, subject to the provisions of the General Allotment Act. 
Nevertheless, a decision of a lower court, eventually confirmed by the United 
States Supreme Court, required the allotting of Quinault Reservation lands (284 
Fed. Rep. 827 ; 264 U. S. 446, April 4, 1924). 

AS a result, this reservation of less than 175,000 acres was subdivided into 
more than 2,000 individual trust allotments, with practically no land remaining 
in tribal ownership. There was great disparity as to the value of individual 
holdings. There was no. longer an opportunity for the equitable division of 
income that would have been possible if these timberlands could have been held 
as tribal property. 

On the Quinault Reservation, therefore, some Indians received allotments of 
much greater value than others, despite the fact that all were entitled to equal 
treatment. 





356 TIMBER SALES—QUINAIELT INDIAN RESERVATION 


We have been severely criticized because some of our timber sale practices 
result in one allottee receiving benefits at the expense of another, This situa- 
tion does exist, and we have been unable to find any means of avoiding it. The 
General Allotment Act created inequities which have severely complicated our 
management problems. Management of the forest on the basis of sustained yield 
has, in many cases, inadvertently resulted in partial compensation for these in- 
equities. 


Authority for sale of timber 

Authority for the sale of timber from the Quinault Indian Reservation is 
found in the act of June 25, 1910 (25 U. S. C. 406-407). Section 7 provides that 
the timber from unallotted (that is, tribal) lands may be sold under regulations 
to be prescribed by the Secretary of the Interior. Section 8, covering the sale 
of allotted timber, provides: : 

“The. timber on any Indian allotment held under a trust or other patent con- 
taining restrictions on alienations may be sold by the allottee, with the con- 
sent of the Secretary of the Interior, and the proceeds thereof shall be paid to 
the allottee or disposed of for his benefit under regulations to be prescribed by 
the Secretary of the Interior.” 

The circuit court of appeals has held that this section pertaining to the sale 
of trust allotted timber is applicable to the Quinault Indian Reservation (118 
Fed. 2d. 421). 

The Secretary’s regulations covering forest management and the sale of Indian 
timber appear as 25 CFR 61. 


ANNUAL INCOME AND SUSTAINED YIELD 


Management problems 


The Bureau of Indian Affairs has been criticized for its failure to develop meth- 
ods for distributing funds from joint sales of allotted timber adequate to meet 
the immediate financial needs of the Indians. We have been further criticized 
for failure to provide for regular annual payments. In discussing the distribu- 
tion of income from allotted timber sales on the Quinault Reservation the follow- 
ing statement appears at page 62, part II, of the report on Federal Timber Sales 
Policies : 

“These shortcomings do not involve the relation between the Indian and the 
timber purchaser. Rather, they involve deficiencies in the trustee function of 
the Government, which can be corrected.” 

On-the following page of the same report, under a discussion of sustained 
yield with income to fit the individual’s needs, there are the following statements : 

“There is no valid reason why the allottees’ financial needs, within certain 
limits, cannot be met. The problem is entirely separate from the timber sale 
and could be handled through revolving fund loans.” 

And also this statement : 

“There are many possible solutions. An example, where payments are made 
to the Indian for stumpage after withholding borrowings from the rev olving 
loan fund, is included in the appendix.” 

If we understand the suggested solution correctly, it is no more than a varia- 
tion of some of the’ many schemes that we have considered and discarded. We 
shall be glad to discuss this further with you. 

In testimony presented at your hearings of April 12, it was claimed that the 
Indians, by themselves, could do a better job of marketing their timber through 
formation of a cooperative, to be managed by the Indians without Federal super- 
vision. 

There are, of course, legal impediments to this proposal. As long as an 
allotment remains in trust status, consent of the Secretary of the Interior is 
required to any timber sales from the land. In order to discharge his trust 
responsibilities properly, the Secretary of the Interior must exercise some con- 
trol over the manner in which the harvest is conducted. He cannot transfer this 
control to the Indians until he is relieved of his trust responsibility. This fact 
was made abundantly clear in a Court of Claims suit brought by the Menominee 
Indians. It would not be possible, of course, for the Secretary to turn over to 
the Indians his present authority and responsibility in connection with the 
timber-sale contracts that are now in force. 
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We shall be very glad to discuss with the Quinault Indians their views and de- 
sires relative to termination of Federal trusteeship over their affairs. This would 
be in harmony with departmental policy and the wishes of Congress as expressed 
in House Concurrent Resolution 108, 83d Congress. 

Some of the many plans for managing this forest will be outlined, to provide 
a comparison with those more recently suggested. Before doing so, however, we 
should consider the question of the Indians’ immediate needs. We should also 
consider the use of antedated timber inventery data. Each of these questions 
has aroused considerable interest in the course of these hearings. 


The Indians’ needs 


I submit for the record a copy of letter of August 6, 1952, from former Super- 
intendent Bitney of the Western Washington Indian Agency in response to a re- 
quest by the Commissioner of Indian Affairs. It summarizes the benefits to be 
enjoyed by individual Indians from the contract for sale of timber on the 
Crane Creek unit that had recently been approved. This letter gives evidence 
of the Commissioner’s concern for the individual Indian welfare. It also reveals 
part of the problem that confronted us in 1947, to which reference will be mada 
later. 


EXHIBIT 1 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF INDIAN AFFAIRS, 
FIELD SERVICE, 


WESTERN WASHINGTON AGENCY, 
Hoquiam, Wash., August 6, 1952. 
. To: Commissioner, Bureau of Indian Affairs, Washington, D.C, 
Through : Col. E. Morgan Pryse, Area Director, Portland, Oreg. 


DEAR Sir: Reference is nade to Office letter of July 8, 1952, addressed to Mr. 
E. Morgan Pryse,-area director, in connection with the benefits that will be en- 
joyed by individual Indians as a result of the Crane Creek logging unit contract 
which was approved by the Under Secretary on June 30, 1952. A statement was 
requested to show the number of allotments, individual Indians involved, and 
other information. 

Under date of July 21, 1952, Director Pryse requested this Office to prepare 
a reply to this letter, setting forth the desired information. Unfortunately, it is 
not possible to give a complete report at this time due to the fact that some 20 
allotments in the Crane Creek unit are in unprobated estates and the number of 
individuals who will eventually participate in the benefits from the sale is not 
known. The following tables set forth the information desired in so far as 
present ownerships can be determined. 


Table I—Allotments in sale 
Ownership status: 


TABLE IIl.—Number of Indians benefiting from sale, by age groups 


A. QUINAULT INDIANS—ORIGINAL ALLOTTEES 


Age group: Number Age group—Continued 
1 to 0 61 to 70 


11 to 2 71 to 80 
21 to ; 


31 to 
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B. QUINAULT INDIANS—INHERITED INTERESTS 


(Nore.—-54 of original allottees also have inherited interests. These are not 
counted in following table. ) 


Age group: N mee Age group—Continued Number 


C, OTHER INDIANS—INHERITED INTERESTS 


| Age group | Number 


Warm Springs 
Cowlitz 





D. TOTAL NUMBER INDIANS BENEFITING FROM SALE 


Age Group: Number Age Group: Number 
8 


(Nore.—In a few instances, non-Indians have inherited fractional interests in 
allotments. These are not included in this report.) 

The cash income will vary greatly as between individuals. This is due ‘in 
some cases to a great difference in the timber stands. Some allotments are 
mostly so-called prairie or swamp and bear little merchantable timber. Others 
are well-stocked with timber valued as high as $40,000 on one 80-acre allotment. 
Also, many of the individuals with inherited interests, have only a small frac- 
tional part of one allotment, while others may inherit substantial interests in a 
number of them. One extreme case is a 36-year-old Quinault Indian who is the 
sole heir to at least 5 allotments, and substantial interests in several others. The 
total value of his interests has yet to be calculated, but it is estimated to be at 
least $100,000. 

The extreme range of cash benefits to the individuals concerned, therefore, will 
range from a few dollars to as much as $100,000. The total appraised value 
of the present stand is $6,476,676. Final settlement of unprobated estates will 
probably increase the number of participants in the sale to approximately 600 
Indians. This would give an average interest per individual Indian of $10,794.46. 

Assuming this figure of 600 Indian participants in the sale, the following 
table is prepared to show the average amount that will be received by the Indians 
from the first 3 payments. This table also assumes that all allottees in the 
unit will sign powers of attorney so that all allotments will be included in the 
sale. . 


TABLE 111.—Average cash benefits from advance payments 


Ist payment ’ $2, 698. 61 
2d payment 1, 619. 17 


3d payment 1, 079. 45 


Pending completion of the task of processing the individual allotment contracts, 
the figures tabulated above must be regarded as tentative. This work is pro- 
gressing as rapidly as possible but it will probably be another 60 days before con- 
tracts now in process will all be completed, the first payment made, and proceeds 
therefrom deposited to the individual Indians’ accounts. 
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In the meantime, every effort will be made to secure probates of all unsettled 
estates in the unit in order that the heirs involved can participate in the sale 
at.an early date. 

We shall be glad to prepare a further report in the matter when the above-men- 
tioned procedures are completed. 

Very truly yours, 
RayMonp H. BITney, 
Superintendent, 


Mr. Bitney’s letter shows that there were 470 separate allotments covered by 
the Crane Creek contract. Only 277 of the original allottees were living. The 
other 193 original allottees had died without receiving a penny of income from 
their timber. Of the 277 still living, 59 were more than 50 years old; 43 of them 
were between 51 and 70; 14 were between 71 and 90; 2 were more than 90 years 
old. Taking the original allottees and those with inherited interests there were 
541 Indians, plus a few non-Indians, who had a beneficial interest in the 470 
allotments. Again it is shown that a substantial number—28 percent—of these 
Indians were 51 years of age, or older. 

That was the situation on the Crane Creek unit in 1952. It can be assumed 
that essentially the same situation existed on the Taholah unit, with its 400 
allotments, and on the Queets unit, with its nearly 575 allotments. It was one 
of the potent justifications for entering into the large-volume sales on the Taholah 
and Crane Creek units, and for attempting such a sale on the Queets unit. The 
large sales, with advance payment provisions, assured these older people some 
return from their timber before they died. 

Antedated inventories 

There is a very simple reason for our use of ‘antedated timber inventories 
in connection with timber sales on the Quinault Reservation. It was a question of 
making the best use of what we had, or of waiting until some unpredictable 
time in the future when an acceptably accurate inventory could be accomplished 
with available funds. Such funds have not materialized. If we had adopted 
the waiting course we would still be waiting, and the allottees would still be 
waiting for an income from their timber. 

Attention has been directed to wide variations between cruise and actual cut. 
Examples have been cited of allotments where no cedar was cut despite a sub- 
stantial showing of cedar in the cruise data; and of spruce being cut when none 
was shown in the estimate. It has been stated to your committee that the 
original estimate is nothing more than a guess. ; 

These things are partially true, but the inference of improper management 
which has accompanied these statements to your committee is entirely without 
foundation. 

The 1916 cruise of the Quinault Reservation is outmoded bécause of changing 
utilization standards and because of growth and mortality over the past 40 
years. For example, the down cedar that is being harvested today probably 
received minor attention when the reservation was cruised in 1916. The presence 
of spruce and absence of cedar in the examples cited could represent a clerical 
error in tabulation when the timber was cruised, or a similar error in abstracting 
from the record when the contracts were drawn up. 

Even the most exacting timber estimate is no more than an educated guess, 
and the men who spent hard days on the ground in cruising the Quinault Reser- 
vation would have good cause to resent the manner in which their efforts are 
now being belittled. 

We have noted a statement by Mr. Wolf at page 210 of the hearings of April 
12 to 15 before your committee, which reads: 

“In testimony before this committee in 1955, on page 1595 of the record, the 
Bureau of Indian Affairs’ representatives indicated that aerial photographic 
information was not applicable in arriving at volume estimates on this reserva- 
tion. However, on Friday the Rayonier representatives testified that they had 
a complete type map of the timber and a cruise based on aerial photography 
made in 1951 before they bought that tract.” ; 

This followed by the following statement at page 210, made by Mr. Wolf when 
he was commenting on the possibility of using aerial photographs and a type 
Inap to develop an inventory of the reservation timber : 

“This would provide an up-to-date estimate of volume and quality for each 
contract area, but would not give detailed information on each allotment. 
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“Actually it is not necessary to obtain this all detailed allotment information 
now on a total contract basis, but, for proper pricing and proper sale administra- 
tion, a good detailed cruise should be secured on areas to be cut each year before 
the commencement of each cutting year. * * *” 

We find that the reference to page 1595 of the testimony in 1955 is a reference 
out of context and, as such, has implied a divergence of views that does not 
exist.. The statement at page 1595 of the 1955 hearings was made by Forest 
Manager Libby of our Western Washington Agency and reads: 

“For the record, I would like to clear up one thing that was mentioned in the 
hearings in Portiand when Mr, Weaver was on the stand. 

“These photogrammetric methods do not apply to the Quinault Reservation. 
They are worthless to us because we would have to go on every 80-acre tract 
on that reservation.” 

When we analyze the foregoing statements, we find that Mr. Wolf believes 
that. aerial photographic information would give acceptable data for the sale 
area as a whole, but would not give detailed information on each allotment. 
Mr. Libby expressed no opinion whatever as to the value of aerial photographic 
information for the sale area as a whole. He did contend, and Mr. Wolf has 
agreed, that such methods are of little value in obtaining detailed information 
regarding each allotment. 

Mr. Wolf himself has stated that it is not necessary to obtain information of 
the type to which photogrammetric methods are applicable; that is, on a total 
contract basis. We agree that it is not necessary. It might have been helpful 
in planning these sales, however, and we regret that we were financially unable 
. to obtain it. 

The fee-patent policy ; 

Since the Quinault Reservation land is almost wholly allotted, we should un- 
derstand the Bureau and departmental policy regarding trust allotments. 

For many years, the well-established policy was opposed to granting patents 
in fee to timbered allotments if they were within a tract of Indian timberland 
and susceptible of commercial development. It was a policy founded on the 
concept of the greatest good to the greatest number. It was justified on the 
grounds that granting patents in fee to strategically located allotments, or fee 
patenting that would leave a checkerboard of trust lands, would depress the value 
of lands remaining in trust status, and would greatly increase the difficulty of 
managing the remaining trust lands according to sustained-yield principles. 

The thinking that led to adoption of this policy, and the authority of the Secre- 
tary of the Interior to follow such a policy if he deemed it wise, are reflected in 
the following statement in a decision by the cricuit court of appeals: 

“The trial judge was ‘impressed’ with the wisdom of the selective logging prin- 
ciple as explained by the experts of the Indian forestry service. ‘It may,’ he said, 
‘result in immediate detriment to the allottees. Ultimately, however, it will result 
in benefit to the group, as a whole.’ But the judge appeared to be of the belief 
that the immediate advantage of the Indians was paramount, Clearly, however, 
the Department was free to take the long view. The plaintiffs themselves are 
but descendants of the generation which negotiated the treaty. The Secretary 
was not obliged to formulate a policy which would make it possible for the Indian 
of today to consume or lay waste his heritage without thought of his own future 
or the welfare of those who come after him. In any event the court is not at 
liberty to susbtitute its judgment for that of the Secretary” (118 F. 2d 425). 

Policies may be changed, to meet changing conditions. On May 16, 1955, after 
most careful legal and administrative review, the fee-patent policy was changed 
to one of recognizing that an individual Indian’s right to the ownership of his 
land in fee simple need not be subordinated to the interests of his tribe or to the 
management of the land as a part of a timber or grazing unit. There is submit- 
ted for the record a copy of memorandum of May 16, 1955, from the Commis- 
sioner of Indian Affairs to the area directors announcing this change in policy. 
There is also submitted a copy of the supplemental, undated, statement on the 
new policy. 
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Exursit 2 


DEPARTMENT OF THE INTERIOR, 
BuREAU OF INDIAN AFFAIRS; 
Washington, D. C., May 16, 1955. 
Memorandum to: All area directors, except Juneau. 
From: Commissioner, Bureau of Indian Affairs. 
Subject.:. Issuance of patents in fee to competent applicants. 


It has been decided, after careful deliberation, to modify and liberalize the 
policy with respect to granting patents in fee to competent applicants. The policy 
as stated in the Indian Affairs Manual, section 201.01, chapter 2, part IV, volume 
V, is quoted below for ready reference : 

“01 Policy. Patents in fee, certificates of competency, and orders removing 
restrictions may be issued upon the written application of adult Indian owners 
and showing that the applicant or applicants are competent and capable of man- 
aging their own affairs; that approval of the application would be beneficial to the 
applicant or applicants and would have no serious adverse effect upon the appli- 
cant’s family, his land, or the tribe; and that the termination of the trust or 
restrictions would not destroy or jeopardize a timber unit or grazing area.” 

This policy is now modified by giving recognition to the fact that an individual 
Indian’s right to the ownership of his land in fee simple need not be subordinated 
to the interests of his tribe nor to the management of the land as a part of a 
timber or grazing unit. Appropriate changes in section 201 of the manual will 
be made at an early date. : 

In the administration of this liberalized policy you may approve applications 
for patent fee on allotments without making prior arrangements for access to 
other lands remaining in trust status. You may also give favorable consideration 
to requests by competent Indians for patents in fee to allotments which are under 
lease, timber contract, grazing permit, or other form of use. In such cases, how- 
ever, the applicant must be informed that the land is subject to the prior valid 
use agreement and the contractor or leaseholder must be informed of the trans- 
action prior to any change in land status. 

In eritical cases which may seriously affect the protection and use of Indian 
lands remaining in trust status, and when in your judgment the application of a 
competent Indian for a patent in fee should be denied, you should submit the case 
to this Office with your recommendation for an exception to this policy. 


GLENN L. EMmons, Commissioner. 
STATEMENT ON INDIAN BUREAU’S FEE-PATENT POLICY 


On May 16 the Commissioner of Indian -Affairs sent to the Indian Bureau’s 
area directors a memorandum redefining the Bureau’s policy on issuance of fee 
patents to competent Indian applicants who are seeking unrestricted title to their 
land allotments, 

The memorandum has no effect on the trust status of tribal lands and does not 
provide for additional Indian allotments in any way. It merely brings Bureau 
policy and practice on allotments in timber or grazing areas into conformity 
with the policy and practice that have applied to all other types of allotments 
for the past 8 years. ; 

The basic principle underlying the redefined policy is simply this: If the In- 
dian is competent to manage his own property and he asks for a fee title, then 
the Government has no moral or equitable right to deny his application. The 
May 16 memorandum, in other words, was nothing more than a recognition of in- 
dividual rights in accordance with well-established American traditions. 

In saying this, the Bureau is not ignoring its trust obligations for tribal lands 
or other Indan lands which might be adversely affected. In fact, the issuance 
of fee patents may be delayed in some cases while problems of this type are 
being constructively worked out. Nevertheless, the rights of the individual In- 
dian are recognized ‘as paramount and this is the Bureau’s basic guiding prin- 
ciple. 

‘steed May 16 the Bureau has received many inquiries and complaints about 
the redefined policy reflecting two principal kinds of concern. The first is a con- 
cern that the individual Indian receiving his fee patent may dispose of his land 
to some “sharp operator’ without adequate compensation. The second is an ap- 
parently even more widely held fear that the poliey will permit sales of “key 
tracts” and thus have an adverse affect on tribal timber or grazing units or on 
other adjoining Indian lands. 

938277 —57 24 
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The supposition that fee patenting will produce a large group of landless and 
poverty-stricken Indians is apparently based on the assumption that no Indian 
can ever be fully capable of managing his own affairs. The Bureau has more 
confidence than this in the inherent capacities of Indian people which have been 
amply demonstrated by the remarkable careers of countless Indian citizens. 

Furthermore, the Bureau takes every reasonable precaution to prevent unwise 
disposition of patented allotments. Before the patent is ever issued, the Bureau 
makes a thorough and conscientious examination of the applicant’s background 
to determine :whether: he has actually. shown competence in managing his own 
personal business affairs. If there is any real doubt about his competency, 
the patent is withheld. This is in sharp contrast to the practice of 35 or more 
years ago when patents were undoubtedly issued too freely and without ade- 
quate determination of individual: capabilities. 

In addition, before the patent is issued, the Bureau also makes a full inquiry 
about the applicant’s s reasons for seeking a patent and what he plans to do with 
the land after receiving it. If he plans to sell the land or lease it, the Bureau 
will counsel with him in any way that seems necessary to protect his best 
interests. 

As a final step, the Bureau also provides the Indian with an up-to-date ap- 
praisal of his land which he receives together with ‘the fee patent. While the 
primary purpose of this appraisal is a final discharge of the Bureau’s trust re- 
sponsibilities, it also provides the Indian with an effective safeguard and meas- 
uring stick whether he plans to sell the land or lease it or manage it himself. 

As for the effect which the fee patenting may have on other, Indian lands, the 
Bureau’s policy and position are quite clear. While the Bureau recognizes the 
competent Indian’s undeniable right to ask for and receive a fee patent, it also 
keeps in mind its continuing trust responsibilities to the tribal group and to 
other Indian landowners whose holdings'may be affected. Consequently, if 
there is any real possibility that the disposal of a particular allotinent might 
adversely affect other Indian lands in trust, the Bureau will take the initiative 
in consulting with the Indians concerned and will give them every possible assist- 
ance in working out a satisfactory solution to the problem. In some cases this 
will involve purchase of the patented allotment by the tribal group; in other cases 
it will involve other various types of arrangements. The Bureau believes that 
all such problems can be fairly and equitably resolved in one way or another. 

The assumption that the Bureau is actively seeking through the May 16 memo- 
randum to separate Indians from their present landholdings is entirely without 
foundation. Actually Commissioner Glenn L. Emmons has stated many times that 
nothing would please him more than to have all Indian lands developed to the 
point where they would provide a fully adequate living for the Indian owners. 
While this is undoubtedly not feasible in all cases, it is a definite part of the Com- 
missioner’s program to have the lands surveyed for additional development possi- 
bilities and to encourage their development so that they will provide an adequate 
livelihood for the largest possible number of Indian families. 

Similarly, there is no truth at all in the assumption that the May 16 memo- 
randum is aimed at breaking up the tribal organizations. Sufficient proof of this 
can be found in the Commissioner’s vigorous opposition to proposed legislation in- 
troduced in the present Congress which would require the Secretary to dispose 
of all tribal lands within a 3-year period. 


As a corollary to the changed patent-in-fee policy, there was developed a pro- 
cedure for the sale of both land and timber, at the Indians’ request, with the sale 
being accomplished under supervision of the Bureau of Indian Affairs. This pro- 
cedure should not be confused with the regular timber sales. In the sale of land 
and timber, the sale terminates the trust status of the land, and it is no longer a 
trust responsibility of the Government. In a timber sale, the land remains in 
trust status. A witness before this committee has demanded that a complete 
report on these supervised sales be made to the landowners. Such information 
is available to each landowner separately. It is not a matter of publi¢ infor- 
mation. 

A competent allottee today, therefore, has at least three choices: He may ob- 
tain a patent in fee; he may request a supervised sale of his land and timber: 
or he may leave his land in trust status, with the timber being sold in the regular 
_ manner under Indian Bureau supervision. The choice is his to make. 
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Valid contracts not nullified by fee patent 


There is an important exception, that if the timber on an allotment is com- 
mitted for sale under a valid contract, the contract is not nullified by the granting 
of a patent in fee. This exception was brought to your attention by Mrs. Eva- 
line Slade. She has testified that she was forced to sell her fee-patented timber- 
land to Rayonier, Inc., for about $48,000 when she had in hand another offer of 
purchase for $92,000. from a Mr. John Taylor. 

The events preceding these offers were essentially as follows: Under authority 
of. a power of attorney, granted him by Mrs. Slade, the agency superintendent 
had entered into a contract with Rayonier, Inc., for the sale of her timber, sub- 
ject to the terms of the Crane Creek contract. When the changed policy with 
respect to patents in fee became known, she requested a patent in fee to her al- 
lotment. She was informed that the granting of her request would not nullify the 
contract, but this did not change her decision. ; 

The patent was issued. Mrs. Slade had her timber cruised (or inventoried) 
by a competent consulting forester, and attempted to sell it. Actually, what she 
had to sell was the land and timber, with the latter already committed under 
a valid contract. ¢ 

We believe the offer of $48,000, by Rayonier, was arrived at essentially through 
the process of multiplying the estimated volumes of each species of timber by 
the corresponding stumpage rates that were then current in the Crane Creek 
contract. Her offer of $92,000 from Mr. Taylor may have been received at about 
the same time. These negotiations, after the fee patent was issued, were not 
handled through the Indian agency office. ; 

Mr. Taylor’s offer may have been influenced by the fact that there was a truck 
road already constructed which runs for a half-mile along the boundary of Mrs. 
Slade’s allotment and continues for more than a mile further to intersect the 
State highway. This road was constructed by Rayonier, Ine., to haul logs from 
a number of allotments, including that of Mrs. Slade. Until the truck road was 
built by Rayonier, Inc., the State highway was the road closest to Mrs. Slade’s 
allotment. 

The presence of this newly constructed, and very convenient, truck road added 
appreciably to the value of Mrs. Slade’s timber in the eyes of any prospective 
purchaser. 

We do not know what the terms of the proposed sale to Mr. Taylor would have 
been, except that he offered a flat lump-sum price of $92,000 for the timber, con- 
ditioned upon allowance of a reasonable time to remove it. We do not know 
whether he contemplated payment in full, in advance of cutting, or whether he 
expected to spread the payments over the “reasonable time” that he was to be 
allowed for cutting the timber. 

There was apparently no deposit of earnest money with the offer to purchase, 
and we have no knowledge regarding Mr. Taylor’s financial standing. We are 
therefore left to wonder what recovery Mrs. Slade could have received if she 
had aecepted the offer and he had failed to carry through with the bargain. 

This is not idle speculation on our part. Unless Mr. Taylor had a firm con- 
tract in hand for the sale of logs he proposed to take from Mrs. Slade’s land, he 
would have to seek a market for them. There could be several prospective 
purchasers. One of the most logical prospects, however, would be Rayonier, 
Ine. But there is no reason to believe that Rayonier would purchase these logs 
at a price high enough to include $92,000 of stumpage. It already held the right 
to take the same logs at a $48,000 stumpage price. 

The hard facts are that Mrs. Slade, through the agency superintendent, had 
entered into a valid contract to sell her timber to Rayonier, Inc. Several of her 
neighboring allottees had entered into similar contracts. All of them had re- 
ceived advance payments on their timber, and their contracts afforded strong 
protection in case the purchaser should fail to perform. j 

Relying ‘on these contracts, Rayonier constructed several miles of logging road, 
which increased the accessibility of these allotments and enhanced their value 
very substantially in the eyes of those who might wish to buy them. ; 

The timber was committed to Rayonier, and no matter how attractive some 
other tentative offer might appear to be, Mrs. Slade was in no position to accept it. 

Rayonier had this timber under contract and, aside from advance payments, 
it was not obligated to pay for the timber until it was cut. A glance at the cut- 
ting progress map and an understanding of the staggered setting technique of 
logging operations reveals that Mrs. Slade’s timber probably would not be cut 
until about 10 years hence. 
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The question arises, therefore, Why did Rayonier pay Mrs. Slade a lump-sum 

price of about $48,000 instead of exercising its contract privilege of deferring 
further payments until about 10 years hence? Why did it thus assume all of 
the risk of loss by fire, and the obligation to pay taxes on the land? 
_ We do not know whether Rayonier believed the actual volume on the tract 
was greater than the estimated volume. If so, the company would gain by a 
lump-sum payment instead of paying for actual log scale as required by the 
Crane Creek contract. 

We do not know whether Rayonier anticipated that stumpage rates under the’ 
Crane Creek contract would be increased, in which event it would be advan- 
tageous to the company to purchase immediately at the lower existing rates. 

If neither of these assumptions entered into Rayonier’s decision to make an 
immediate purchase, we are left only with the assumption that the company 
was glad to rid itself of restrictions and obligations of the Crane Creek contract, 
including restrictions on the time of cutting. 

We should not compare the $92,000 offer made to Mrs. Slade for her timber 
directly with the $48,000 she received from Rayonier. First, there should be 
deducted from the $92,000 the very substantial enhancement in value which 
followed construction of the logging road. If there had not been a contract with 
Rayonier there would not have been a truck road to her allotment, and she, un- 
doubtedly, would have received an offer substantially less than $92,000. 

There is the possibility that Mr. Taylor was overly optimistic in his bid. This 
possibility finds substance in the experience of many other operators who have, 
at times, bid themselves out of the chance for a profit. 

If we disregard this latter possibility, and compare the bid of $92,000 (after 
discounting that figure to offset value added by the road construction) with the 
price received of $48,000, there is an unknown difference that may represent the 
difference between actual retail value of Mrs. Slade’s timber and the price she 
would receive under the Crane Creek contract. Part of this difference is the 
difference that may properly exist between retail and long-term contract prices. 
The other part reflects the difference that unavoidably results from the neces- 
sity of grouping a number of allotments in one sale unit in the interests of sus- 
tained-yield management. 

We cannot suggest any specific figures that should be used in comparing Mr. 
Taylor’s offer with values under the Crane Creek contract. Certainly, however, 
the true difference in values would be much less dramatic than would appear 
to be the case when we compare $92,000 with $48,000. 


The timber sale policy 


Returning now to a discussion of timber sale policy, it is not necessary to con- 
sider here the relative merits of the old and the new policies with respect to 
granting patents in fee to timbered allotments discussed above. We must recog- 
nize, however, that timber sale planning was very properly within the frame- 
work of a policy that frowned upon fee patenting of timbered allotments. Be- 
ginning with May 16, 1955, timber sale planning has recognized the new policy of 
granting patents in fee to competent Indians, upon requests, and of honoring 
requests for supervised sales of land and timber. 

Timber sale operations on the Quinault Reservation began in the early 1920's 
and had progressed in an orderly manner across the reservation until, in 1947, 
there remained uncut, and not under contract, an area of slightly more than 
100,000 acres, supporting an estimated stand of more than 1% billion board-feet 
of timber. This area was subdivided into nearly 1,500 separate trust allotments. 
Many of the original allottees had died without receiving any financial benefits 
from their allotted lands, as has been indicated, and we were faced with the 
problem of providing, somehow, an early income from all of these 1,500 allotments. 

The most nearly equitable procedures, from the Indians’ point of view, would 
have involved Federal purchase of the entire reservation, for inclusion in a 
national forest or park; or purchase by the tribe, for management as a tribal 
estate; or a pooling of the allottees’ timber resources and issuing certificates of 
interest, with each allottee sharing the annual income in proportion to his certi- 
ficate of interest. 

The first of these proposals, Federal purchase, did not arouse public or congres- 
sional interest. The possibilities of tribal purchase were explored by the Bureau 
of Indian Affairs, but no feasible method of financing the venture could be dis- 
eovered. Nor did informal discussions with tribal represetnatives reveal any 
active interest on their part. The suggested pooling of interests was also con- 
sidered. The indications were, however, that allottees having the less accessible 
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allotments might have been interested, but those with more accessible holdings 
could see no merit in the plan when compared with the prospect of receiving early 
payment for the total value of their timber under the usual timber sale procedure, 

At.one point it was proposed that all of the unsold timber in what is now identi- 
fied as the Crane Creek, Taholah, and Queets units be placed on the market for 
competitive bidding in one huge sale, with provision for advance payments, rep- 
resenting 50 percent of estimated value, to each allottee. The payments were 
to be in three installments over a 6-year period. A circular of information con- 
cerning the proposed North Quinault timber sale was distributed to all allottees. 
in interest, but the plan was eventually discarded. because of the immense size, 
There is submitted herewith a copy of exhibit 3, which is a memorandum 
concerning the proposed North Quinault sale that was distributed to the allottees. 


ExuHIsit 3. INFORMATION DISTRIBUTED TO ALLOTTEES CONCERNING PROPOSED 
NorTH QUINAIELT TIMBER SALE 


Taholah Indian Agency, Hoquiam, Wash. 
INFORMATION CONCERNING PROPOSED NORTH QUINAIELT TIMBER SALE UNIT 


In response to the many requests from allottees of the Quinaielt Indian Reser- 
vation whose lands lie within boundary of the proposed North Quinaielt timber 
sale unit, the following summary of general and specific information covering 
the questions most frequently raised has been prepared. 

The Quinaielt Reservation consists almost wholly of land which is suited only 
to the growing of timber crops, and its management must therefore, both by law 
and regulation, be conducted under the principles of sustained yield. This means 
that the cutting of the remaining virgin timber volume aggregating over two 
billion board feet must be regulated in such a way that the last of it is not re- 
moved until the second crop is ready for market. According to the best estimates 
of probable growth, the second-growth timber now standing on the cut-over lands 
can hardly be ready for cutting in less than 40 years. The reservation is almost 
solidly allotted, and the allottees or their heirs, whose allotments are in the uncut 
and unsold virgin portion are anxious to see their timber sold as soon as possible 
to secure some financial return. 

There has been no lack of sympathy for the allottees’ porition on the part of 
Indian Service and the Department and it is probably a fact that interested 
Government officials have given this matter more attention than any other single 
problem dealing with the practice of forestry on Indian lands. Many proposals 
have been considered by the Service and by the leaders of the Quinaielt Tribe in 
an effort to effect some sort of satisfactory compromise that would bring to the 
allottees an immediate income without violating the legal requirements of con- 
servation practice. From among the various proposals advanced, the one rec- 
ognized as having distinct advantages to both Indians and management was to 
block the entire unsold portion into one large logging unit and sell it in a single 
transaction under a contract which would extend over a period of approximately 
40 years and which would provide a means of advance payments for all allottees 
whose timber was covered under the contract. This plan carries the support of 
the Quinaielt Tribal Council and its accomplishment has been urged by the coun- 
cil and by other Indian leaders. 

A timber sale of the size proposed in the North Quinaielt timber sale unit re- 
quires a tremendous amount of detailed work and careful consideration must 
be given to every feature in order that the interests and rights of the Indians and 
of the Government are fully protected when the sale is consummated. Consider- 
able preliminary work has already been accomplished. This includes surveys of 
the unit boundaries, the estimated volumes of timber by species, the basic esti- 
mate of the values, and a determination of the allottee owners and heirs in the 
unit. There remains a great deal more to be done, and the following necessary 
steps are discussed in order that the allottees may be advised of the scope of 
the project and also to help explain the inevitable delays which occur in an under- 
taking of this type. 

1. SALE AUTHORIZATION 


(a) The Indian allottees representing a substantial majority interest in the 
trust allotted lands in the proposed unit must consent to the timber sale by means 
of powers of attorney authorizing the superintendent of the Taholah Indian 
Agency to contract the sale. There are over 107,000 acres of allotted lands in 
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the unit divided into 1,380 allotments of 80 acres or less. Some of the allotments 
are further subdivided into two or more separate tracts and approximately one- 
third of the allotments are in heirship ownership. Altogether about 2,500 
alottees or heirs must be reached in the process of conducting the sale. The size 
of the job of securing powers of attorneys is readily apparent when it is realized 
that many of the allottees and heirs are scattered throughout the country and 
address are not available or are insufficient. This work is well underway 
and steady progress is being made, but the very magnitude of the task and the 
difficulty in reaching the allotment owners have made it the one big delaying 
factor in connection with this sale. The letter of transmittal mailed with each 
power of attorney gives some information concerning the sale. 

(b) The sale must be approved by the Commissioner of Indian Affairs and 
by the Secretary of the Interior and must be in accordance with regulations set 
forth in part 61, title 25, Code of Federal Regulations. All of the pertinent facts 
together with the recommendations of field officials must be carefully reviewed 
and considered. The availability of funds to provide adequate supervision and 
accounting facilities for the protection of the allottees in an important factor. 
Recent curtailment in appropriations has raised a serious question with respect 
to properly conducting and supervising additional timber sales. 


2. ADVERTISEMENT 


After the allottees have consented to the sale and the approval of the Secre- 
tary of the Interior has been obtained, the proposed timber-sale unit must be’ 
advertised for a period of not less than 60 days. A sale of this size, which should 
total approximately $13 million in its entirety, requires the widest possible pub- 
licity, and advertisements should be placed in newspapers and timber-trade jour- 
nals of nationwide circulation. With the current interest and demand for large 
blocks of timber, large operators with adequate financial backing should be at- 
tracted. It is obviously to the interest of the allottees that every effort be 
made to reach responsible bidders throughout the country. The sale will be 
awarded to the highest qualified bidder in accordance with the regulations of the 
Secretary of the Interior. 

3. TIMBER SALE CONTRACT 


When the successful bidder has been determined, a general contract stipulating 


all of the details and requirements of the sale must be prepared. .Within the -— 


framework of the general contract individual contracts are prepared to cover 
each allotment for which a power of attorney has been given. Copies of these 
contracts will be held on file with the superintendent of the Taholah. Indian 
Agency. An adequate bond must be furnished in order to assure ray compli- 
ance of the terms of the contract by the operator. 


4, PAYMENTS 


(a) The terms of the proposed sales contract will provide a system of ad- 
vance payments to all allottees owning allotments within the logging unit. The 
payments would be made as follows: (1) Ten percent of the estimated value 
of the timber to be paid within 30 days after the approval of the allotment con- 
tract; (2) an additional 15 percent within 3 years; and (3) an additional 25 
percent within 6 years. Thus all allottees within the unit would realize 50 
percent of the estimated value of their timber within 6 years after approval of 
the contract though the timber on their allotments might not be cut for many 
years. 

(b) As soon as logging is started on an individual allotment, payments are 
made on the basis of the actual scale of the logs (Scribner decimal C log scale) 
as measured by competent sealers. The advance payments would be charged 
against the value of the timber scaled and full and final settlement would be 
made on the actual scale and not on the basis of cruise or survey estimates. 


5. STUMPAGE READJUSTMENTS 


Because of the long-term nature of the sale, it is imperative that provisions 
be made for periodic adjustments in the stumpage prices when economic condi- 
tions warrant. When lumber and log prices are up the stumpage prices should 
reflect such raises, and when lumber and log values fall, proportionate down- 
ward revisions should be considered in order to assure continued production. 
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The stumpage rates given on the power of attorney are, of course, the minimum 
acceptable rates and at no time can the contract prices fall below those stipu- 
lated rates regardless of the status of the lumber and log markets. 


6. DEDUCTIONS 


As required by law and the regulations, a deduction of 10 percent of the timber- 
sale income is made by the Government to help pay for the cost of administering 
the sale. In addition to the contractual work, the services provided include the 
scaling of logs, running of allotment lines, branding of logs for identification, 
fire protection, and all accounting of scale records and allottee payments. 


7. DATE OF SALE 


It is regretted that it is impossible to set any date by which time the sale 
might be made and payments become available. The proposed sale is being 
given every possible consideration, and as soon as all of the requirements dis- 
cussed in this statement have been met every effort will be made to expedite the 
advertisement and completion of the contracts. With the most favorable condi- 
tions, it is possible that the sale can be accomplished within the coming year. 

The interest and patience of the allottees is appreciated. It is hoped this 
summary of infomation has furnished answers to the many questions raised 
by the allottee timber owners. 


The possibility of small sales was not overlooked. But to place all allotments 
under contract at one time, in blocks of 8 or 10 allotments each, would have 
created tremendous problems, Any one of these small sales, considered by it- 
self alone, would have eliminated some of the objectionable features inherent in 
long-term, large-volume sales. For example, a smaller sale might arouse greater 
competitive interest. Other objectionable features of the long-term contracts 
would not be eliminated, however. The small sales, like large ones, would bene- 
fit only the Indians whose timber was actually under contract. And unless a 
multitude of small sales were entered into at the same time, so as to cover all 
of the unsold timber, the number of Indians benefited would be far below the 
number benefited by a larger sale. 

Aside from the practical difficulties of administering a multitude of small sales, 
there would be the problem of providing access to each sale area across many 
other sale areas. In the large sales, each allottee grants reasonable right-of-. 
way across his allotment for the removal of all other timber covered by the 
same general contract, and this eliminates the right-of-way difficulties that would 
be encountered in smaller sales. 

Another serious defect in the small sale procedure would have resulted from 
the wide variation in timber stand characteristics throughout the reservation. 
Some small sales would include desirable stands of timber, for which consider- 
able competitive interest might develop. Unavoidably, however, other small sale 
tracts would contain timber stands of limited volume, undesirable species com- 
position, and poor quality, for which little, if any, interest would be developed 
among prospective purchasers. Very clear evidence of this fact is found in re- 
cent attempts to sell the small blocks of timber on the Queets unit. This will 
_be revealed later, in a discussion of stumpage values under the Crane Creek and 
Taholah contracts. 

When the relative advantages and disadvantages of the various proposals were 
analyzed it was determined that the best compromise solution was to subdivide 
the unsold area into 3 blocks, and to advertise these 3 blocks for sale at the same 
time. 

Among the disadvantages that were recognized in the plan eventually adopted 
were these : The owner of higher valued timber would subsidize the owner whose 
timber is of lesser value, owners of equal valued timber would receive differing 
returns because stumpage rates would not be the same when each allotment is 
cut, the estimated volumes of timber stipulated in the contracts would be based 
essentially upon timber inventories far antedating the sale, and the timber-sale 
procedure would not provide each allottee, or in fact any allottee, a regular 
annual income according to his needs. 

It was also recognized that by charging a uniform rate per thousand feet for 
timber on all allotments at a given time, regardless of the physical location of 
the allotment, there. would be an unequal assessment of such items as road con- 
struction and hauling costs. There would also be inequities resulting from the 
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fact that some allottees would receive payment in full for all of their timber 
during the early. years of the contract, whereas the early income to-other allot- 
tees would be only in part, through the advance payments. 

The probability that the large advance payments would reduce competitive in- 
terest was also faced squarely, and accepted as one of the undesirable features 
of a long-term contract. 

In the circumstances as they existed at the time, it was nevertheless the care- 
fully considered opinion of many competent individual with long experience 
in Indian affairs and in timber-sale procedures, that the adopted plan was the best 
solution. 

From this brief review, it is evident that the several schemes for handling this 
timber harvest that have been presented at these hearings, and at the hearings 
before the Joint Committee on Federal Timber, offer nothing that was not 
considered before the present sales were entered into, except for various refine- 
ments that would not have affected the general validity of such schemes. 


PARTICIPATION BY THE INDIANS IN FOREST MANAGEMENT 


A considerable volume of testimony before the Joint Committee on Federal 
Timber apparently led to this statemnt at page 63, part II, of the Report on Fed- 
eral Timber Sales Policies: 

“One matter which came out in the testimony was the indifference of. the 
Bureau of Indian Affairs to providing democratic self-government among the 
Indians. The Quinault Reservation is a good example.” 

Testimony before this committee has been in the same vein. 

It is the expressed policy of the Bureau of Indian Affairs to encourage meaning- 
ful consultation with the Indians on all matters affecting their welfare, including 
the management of their resources. Clear evidence of this is found in the down- 
to-earth consultations that the present Commissioner of Indian Affairs has held 
with representatives of practically every Indian group throughout the’ country. 
His views on consultation are indicated in his memorandum to area directors 
and superintendents, of April 12, 1956, a copy of which I submit for the record. 


Exnursit 4 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF INDIAN AFFAIRS, 
Washington, D.C., April 12, 1956. 
Memorandum to: Area directors and superintendents. 
From : Commissioner, Bureau of Indian Affairs. 
‘Subject : Programing for Indian social and economic improvement. 


1. Introduction.—In this memorandum I desire to impress upon agency and 
area personnel the need to come to grips with the basic long-range problems in 
each tribal situation which presently impede the betterment of the Indians’. 
economic status and living standards, hamper the provision of full educational op- 
portunities for their children, and obstruct the improvement of their health con- 
ditions. It is not enough for us to go on from day to day just providing certain 
services and carrying out our trust responsibilities. We must sit down with the 
Indian people and reach a common understanding and mutual agreement upon 
the means and methods for their reaching the stage where they. will have 
developed the self-reliance necessary to conduct their personal affairs with the 
same degree of independence as other American citizens. 

To implement this, I am herewith placing the major responsibility upon the 
Bureau field personnel to assume the initiative in this broad field of programing 
with Indian groups. Herein are discussed the salient points of policy and proce- 
dures to offer some guidelines for your operations. It is requested that all mem- 
bers of area and agency staffs be fully briefed on its contents: that it be made 
available to any and all Indian groups, and that copies thereof likewise be made 
available to any interested official of the State or local subdivisions thereof. 

Fundamentally, I wish to emphasize the importance of developing forward- 
looking programs, in written form, through the consultation process at each of 
the tribal jurisdictions. By the term “consultation process” I mean making a 
sincere and sympathetic effort to formulate and establish the interests and aims 
of the Indian people through the process of providing them with a complete and 
unhampered opportunity for an expression and development of their views and 
giving the fullest possible consideration to the desires and objectives of each 
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tribe, group, or band. In those cases where there are good and compelling rea- 
sons for not developing a program which complies with the tribal request or 
recommendations, it means explaining carefully and clearly just what those 
reasons are and why, from the Government standpoint, these differences seem 
to be important. 


2. What we are seeking to do.—Cooperatively with the Indian people we are 
essentially seeking— 

(1) To make a careful analysis of reservation populations, their probable 
increase, their needs, and their potentialities. 

(2) To accurately inventory physical resources and possibilities for their 
improvement for the purpose of determining the number of people for whom 
these resources can provide a decent living. 

(3) With the cooperation of the Public Health Service to secure adequate 
health coverage to reducé wasted human resources. 

(4) To provide through local and State educational systems, as well as 
directly through Bureau operated programs, adequate educational opportuni- 
ties in basic and vocational fields benefiting beginners through adults. 

(5) Specifie training and guidance programs to develop greater self- 
reliance and to equip Indians to adjust to a competitive economic society. 

(6) Improvement and conservation of physical resources. 

(7) Development of supplementary sources of income through establish- 
ment of payrolls on or near reservations. 

(8) To advise Indians of the economic opportunities available to them 
and to give adequate assistance within the limits of available appropriations 
to all desiring to seek these opportunities. 

(9) Gradual assumption of functions performed by the Bureau either 
by the Indians themselves or as appropriate by agencies of the local, State, 
or Federal government. 


A good program is tailor made to the needs, circumstances, and aspirations 
of particular groups and their individual members. There is no specific formula 
which will apply to all Indian groups. A good program is one which resuits 
from the desires of and fits the needs of a particular group of Indians. In whole 
or in part the program should, if possible, be the work of the Indians them- 
selves. A good program is always one which involves State and local repre- 
sentatives as active participants in its making. State universities and other 
institutions and organizations are able and often willing to assist in technical 
planning problems. - 

I emphasize the important thing is for each group to have as a goal, with 
or without legislation, the development of the group to the point where, from 
a realistic point of view, special services or assistance because of Indian status 
will no longer be necessary. 

A program is, first of all, predicated on a concise summary of basic and 
significant fact, both human and physical. The analysis of facts should be 
clearly and concisely stated, followed by the correlation and interpretation of 
such facts in meaningful terms, If the task of inquiry is carried forward with 
care and penetrating understanding, sound objectives should emerge. After the 
facts are presented and the objectives determined, the final step of scheduling 
activities over time spans in specific, concrete terms, completes the job. It 
means, in addition to these things, that separate communities, as the primary 
groups within the tribe, should be developed for planning. It is the primary 
group rather than the larger political grouping that is the center and focus of 
activities by which advancement is made. 

Some programs in the past have had a tendency to overemphasize the physical 
resources aspects of a group’s total problem, rather than seeking to establish a 
balance and interrelation which recognized fully the physical and human re- 
sources. A program which is based on the assumption that an exhaustive devel- 
opment of physical resources will by itself solve all the group’s problems of human 
readjustment, is not likely to succeed ; nor is a program which is solely concerned 
with the problems related to people and minimizes the importance of the physi- 
cal resources. 

38. Primary responsibility for programing is at the agency level—Superin- 
tendents are directed to assume primary responsibility for programing with the 
Indians under their jurisdiction and not to wait for the receipt of specific in- 
structions from the central or area offices, or on the initiation of legislation in 
“Congress. Every superintendent’s major work lies in the development. and 
application of basic programs for the tribes or groups under his supervision. 
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It is recognized that the superintendent has a daily operational load which 
may not be neglected, and it may be necessary to delegate responsibilty for some 
of this operational load to the administrative officer or to an assistant. A basic 
program is not a series of annual branch programs which are generally opera- 
tional in nature but the sum total of all programs, tied together in terms of 
overall, long-range objectives and goals, 

-4. Salient features of programing in relation to basic policy.—There are three 
broad phases of programing, namely, the Bureau’s social services, the use and 
ownership of land and other physical resources, and the Indian’s assumption 
of responsibilities.- 

The participation of eS and State governmental units, civic groups, and the 
Indian people is obviously required from the initiation of the plan. 

The ‘Bureau, at. area leyel, should serve to bring Indian people and State and 
local representatives into closer working relationship, and continuing until 
agreement is reached on the full participation by Indians in each of the services 
and thereafter as a means of safeguarding the effective participation of the 
Indian people in the services. 

On July 1, 1955, the Bureau’s Health Branch was transferred to the Public 
Health Service. Cooperative planning with that agency will be of great im- 
portance in developing Indian programs. Superintendents, in cooperation with 
the Indians and the Public Health Service, should continue to keep in the fore- 
front of their programing a progressive solution of Indian health problems as 
one of their major objectives. 

As to resources, it is basic policy that the Bureau’s responsibility for Indian 
trust property should be withdrawn and existing law or special statute modified 
at such time as the circumstances of each group will permit. It should be recog- 
nized, of course, that all Indians are ‘neither interested ‘in beitig, nor able to~be, 
farmers or stockmen. Opportunity for Indians to convert their interests in allot- 
ted lands into cash, to be used in other occupational pursuits, should be freely 
available. At the same time proper emphasis should, of course, be placed on the 
fullest development of a group’s physical resources, especially through programs 
designed to secure proper land use and maximum production of both the surface 
and subsurface resources. 

The creation of Indian employment opportunities in industry and business in 
the vicinity of the reservations is as yet but very inadequately realized. Here 
again the cooperation of “outside” agencies and persons is desirable. State in- 


‘dustrial commissions, ehambers of commerce, other business and industrial bodies, 


and specially qualified individuals can be of great assistance. There is a great 
reservoir of such help to be had only for the asking and without cost. 

Indian communities as well as non-Indian communities need assistance for 
proper development as functioning community organizations. There must be a 
community-consciousness of needs and ambitions. Good homes do not flourish 
under subnormal community conditions, nor can children develop initiative and 
responsibility in such subnormal communities, Backward communities are sick 
communities which need diagnosis and treatment. Each one has its own peculiar 
difficulties, and, therefore, no set program can be devised and applied mechani- 
cally like a patent medicine. Community conditions, like family conditions, need 
eareful study by experts in that field. Such assistance may be obtained from 
State and private agencies, and, of course, from the Bureau of Indian Affairs. 

A properly functioning Indian community organization might well find, inter- 
pret, and solve many of its own community problems in education, health, wel- 
fare, and law and order. Many organized communities find that effective work 
ean be done through communities responsible for action in given fields. For ex- 
ample, a committee on education might work for better school attendance, addi- 
tional school equipment, beautification of school grounds, an adult educational 
program. Interested community groups could promote the inclusion of reserva-. 
tion land in soil-conservation districts, irrigation districts, weed-control districts, 
and so forth. 

5. Conversion of program to budget.—Staff and funds are necessary to achieve 
many, if not most, program objectives, and these may come from one or more of 
the following sources : 

(a) Tribal funds, presently available 

(6b) Additional tribal funds, already in tribal accounts 

(c). Tribal funds, from future income (where definite and assured ) 
(d) Federal appropriations, presently available 

(e) Federal appropriations, to be secured 
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(f) Individual funds 
(g) State funds 
(hk) Local governmental programs 

After a determination of total costs to be paid from each fund category, the 
monetary requirements should be scheduled over the required period of time for 
which the program is planned. Such scheduling should be by Government fiscal 
years in all cases, and the amounts shown for items (d@) and (e) should identify 
the appropriation and activity involved. Care should be taken in planning not to 
use tribal funds for purposes of meeting deficits in costs if in most communities 
such costs would not be borne by funds of organized groups. 

6. Overall Federal budgeting in relation to programing.—A comprehensive pro- 
gram may require Federal funds, All those engaged in planning should besad- 
vised that where the resultant planned program justifies it, an attempt will be 
made to obtain these increases, but it should also be explained that the Federal 
budget process is a complex undertaking in which items of individual merit are 
sometimes lost in actions related to overall budget totals. 

Previous programing efforts have sometimes left feelings of frustration, be- 
cause necessary Federal funds were not forthcoming. It is of utmost importance 
that no similar frustration result in defeating good programing in the future. 
General recognition that a denial of Federal funds is not prejudicial to the pro- 
gram on its merits, and understanding that there is always hope for gaining the 
necessary funds in the future, will contribute to the elimination of disappoint- 
ment. Also, understanding of the circumstances which surround the availability 
of Federal funds should contribute toward the discovery of other ways of financ- 
ing necessary program expenditures. 

7. Relationship of program to present physical facilities—Many programs 
should include recommendations for addition, improvement, new construction, or, 
where the occasion requires, demolition of the physical plant, including buildings, 
roads, and irrigation systems. Special attention should be given to instances 
where physical improvement of existing structures and facilities would make it 
possible to transfer such facilities or the responsibilities for operation and main- 
tenance to State or local governments or other local bodies. 

Movable property used in program activities that may become excess to the 
Bureau may be transferred to a tribe, if authorized in termination legislation. 

8. Agency organization for programing.—Agency organization to participate 
with the Indians and other public and private bodies in programing is essential. 
The superintendent may adopt any method of organization which, in his judg- 
ment, is appropriate, but ordinarily he will initially appoint a program staff 
from selected representatives of the various subject matter branches of his 
agency and include those who can supply necessary technical and professional 
services. The superintendent should act as chairman of such a program com- 
mittee. In addition to programing, the group should be charged with the re- 
sponsibility of becoming acquainted and keeping current with all aspects of basic 
congressional, departmental, and Bureau policies, and in assisting in the formula- 
tion, guidance, and evaluation of factfinding and analyses. It is realized that 
the Washington office should more deliberately and comprehensively keep the 
field informed. Plans to meet this need are being drafted and will soon be put 
into effect. The development of program objectives, however, is a joint endeavor 
undertaking in cooperation with the Indians and other groups. 

9. Indian organization for programing.—A program committee to represent the 
Indians is also indicated, but .more difficult of organization because such a 
group should reflect the Indians geographically and socially—the mixedbloods 
and the fullbloods, the educated and the “uneducated,” the natural as well as 
the elected leadership, etc. Those residing off the reservation should be kept - 
informed and their comments and advice solicited. Frequently there are highly 
_ Significant traditional groups within a tribe, the leaders of which should be drawn 

into the programing effort. Where a tribal council or committee or community 
is functioning, the superintendent will naturally turn to it to suggest the appoint- 
ment of a tribal program committee. The program committee must enjoy the 
faith and confidence of the people generally, and the people must be kept in- 
formed constantly of what their representatives are doing, as well as being drawn 
into the process of programmaking itself. If the responsibility for making 
major program decisions is shifted so as to rest primarily on the various com- 
munities, instead of being left with a small group of individuals, sounder pro- 
graming will result. 

10. The question of legislation—In some cases, it may develop that special 
legislation will be necessary to forward a group’s basic program. In other eases 
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the Indian group may feel that the group’s cultural assimilation and integration 
into the community life about them has progressed to the point where they desire 
early congressional consideration of termination legislation. In either case, the 
area director should advise the Commissioner with a view to arranging for 
specific guidance and assistance. 

11. Eaeceptional program problems.—Indian aspirations are occasionally de- 
feated by internal cleavages or noncooperating factionalism within a group 
itself. Superintendents are advised that the existence of this condition does not 
justify inactivity on his part. He must make every effort to stimulate the 
entire group into a joint enterprise of programing for its future. He should 
make it clear that no group can expect its interests to be adequately presented 
unless it puts itself in a position where it can state and promote its interests, 
that is, by programing its objectives. He will naturally be compelled to plan 
with those who appreciate the need for Indian participation in planning objec- 
tively for their own future. It is believed many groups will respond to the 
opportunity to prepare basic programs which will provide economic independence 
and stability and make them fully responsible citizens of their States and local - 
communities. 

12. Field review.—Personal representatives of the Commissioner will visit the 
field to review preliminary plans for program planning and to confer with 
superintendents on the problems with which they have been confronted either 
ns pm or on an areal basis. Dates of such conferences will be announced 

ter. 


GLEenn L. Emmons, Commissioner. 


APPENDIX A 


The following material is supplied for your use solely as a check list—it is not 
to be considered as a format for reports. 

1, History of Indian group.—The purpose in reviewing a group’s origin and 
past history is to find explanation of its present attitudes and conditionings, to 
secure perspective on its adaptation to change, and to understand its present-day 
goals. The past is prologue. 


Origin—tribal and linguistic stock 

Origin—geographical 

Migrations 

Present location 

Treaties and agreements with the United States (analyses of commitments and 
Indians’ underst»nding of those commitments) 

Establishment of Federal agency, development of Federal and other services, 
and present Government administration 

Court of Claims suits (including GAO accounting of Federal expenditures) 

Aboriginal organization 

Evolution of present-day social, economic, political condition 

Acceptance or rejection of TRA 

Present tribal organization 

Previous and present programing efforts 

Previous social, economic, resource surveys 

Sources of information on group 


2. History of Indian group’s reservation or land base.—The origin and evolu- 
tion of the group’s reservation or land base provided orientation and explanation 
of present-day land and resource problems. 


Date and method of the establishment of reservation or land base—treaty, Execu- 
tive order, agreement, purchase 

Alienations and acquisitions 

Allotment record 

Assignment record 

Heirship condition 

Special categories—ceded, surplus, submarginal 

Adequacy of land surveys 

Relation of group to intermingled or surrounding non-Indians 

Historical map of reservation or lan base 


8. Ponulation—On analysis, population statistics on a group should reveal 
the. conformation of its social structure and organization, establishing clear 
imperatives and limitations for programing; e. g., a relatively “young” group is 
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more adaptable to adult education and relocation than an “old”: group; or the 


existence of a substantial number of permanent nonresidents set up the necessity 
of different programing than for the residents. 


Resident enrollee, nonresident, resident nonenrollee (numbers) * 

Age and sex classes 

Geographical distribution : resident and nonresident 

Average family size 

Household composition 

Internal groupings, as e. g., tiospaye or natural communities among Sioux, 
clans, factions, fullbloods, mixedbloods, etc. 

Intermingled or adjacent non-Indian population 


4. Resources.—Avoiding massive compilation of unnecessary detail.the aim in 
regard to resources is to illuminate distribution of ownership and the piace 
(actual and potential) which the resources have in the group’s economy. 


Acreage by types and ownership 


Ownership 


| 
Tribal | Allotted (United States, Agency 


hinges iatacil ns ate cameieiaee ceaait 


| 
| 
| 





Agricultural land.....__-- 
Dry farm.........- 


Mineral land_ | 
Forest land _. 

| 

| 


Special consideration of each type as to use: Indian, non-Indian, and idle 

Special consideration of each type as to income derived therefrom, distribution 
of income therefrom, condition and productivity 

Ownership of livestock, equipment, ete. 

Tribal funds 

Tribal and individual business enterprises 

Past and present land-rehabilitation programs 

Adequacy of land to support group’s economy 


5. Land tenure and leasing.—The land, its tenure and use, is a vital com- 

. ponent in readjustment programing. Analysis should reveal the satisfactory and 
unsatisfactory features of the existing system and evaluation of the part played 
by land ownership in economy of group and its members, resident and nonresident. 

Tribal lands: To what extent used by the group and its members; method of 
leasing or distributing use rights; significance in tribal economy ; benefit realized 
by nonresidents ; tribal income and use and distribution thereof. 

Allotted lands: Degree. of fractionation by inheritance; extent leased with 
income therefrom; past record of alienation through patenting and supervised 
sales ; distribution of, among members of group; significance in total economy ; 
benefit realized by nonresidents. 

Ceded or surplus lands: Present legal status; present use; thedine: 

Submarginal lands: Distribution of use rights ; income. 

Assigned lands: Distribution of use rights; income; record of use and record 
of revoking for nonuse. 

Government reserves : Itemization, acreage, and use or nonuse. 

6. Economy.—The essential thing to establish is whether the group is or is not 
supporting itself in whole or in part, i. e., where the economy is anchored (average 
per capita income figures without breakdowns are virtually useless; household 
income is far more revealing). 

Household income : Whether earned or unearned, as to sources. 


4 The criteria for determining residency and nonresidency should be earefully formulated ; 
a tendency to overstate the size of the resident Ropulation should a arded against. 
Resident population by family is the most workable basis for planning. this is accurate, 
plans will be more practical and workable. 
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F'rom use of land resources (cash and food consumed from self industry ) 
From employment by Government and by private enterprise 

Role of welfare grants and relief 

From payments of tribal funds (per capitas) 


Standard of living : As compared to that of neighboring non-Indians. 


Long-range evolution of economy 

Production in relation to transportation and markets 

Effect of national and regional economic factors on group’s past, present, and 
future economy 


7. Credit—Financing should play a major role in programing. A sound credit 
program is the basis for successful land utilization, business enterprise, reloca- 
tion, and higher education, and presents an important sphere for valuable adult 
education in personal and family responsibility. 

Reimbursable loans (old system) : 
Loans outstanding (numbers, dollars, and whether gratuity or tribal funds) 
Assumption by tribes of loans made from tribal funds 
Cancellations and collections 
Current program for liquidation 
Repayment cattle loans (old system) : 
Loans outstanding, in good standing, delinquent, in process of liquidation 
(numbers) 
Conversion of “in kind” loans to cash 
Current program for liquidation 
Present credit program—Tribal and revolving credit funds: 
Loans and advances to tribes 
Loans by tribes to individuals (number and amount made, paid, outstanding, 
in good standing, delinquent, in process of liquidation ) 
Individual loans: Special analysis of delinquencies and liquidations, and 
reasons therefor 
Tribal enterprises: Character, success (paying out), failure (delinquency 
or liquidation ) 
Cooperatives: Organization (under State law or informal organizations), 
character, success (paying out), failure (delinquency or liquidation) 
Special analysis of operations of tribal enterprises and cooperatives, whether 
assisting in improving economic status of Indians 
Policy as to continuation, liquidation, or transfer to private or other govern- 
mental agencies. 
Other sources of credit: 
Private banks 
Farmers’ Home Administration 
Production credit associations 
Federal land banks 
Federal Housing Administration 
Building and loan associations 
Insurance companies 
Finance and loan companies 
Equipment and appliance dealers 
Installment contracts 
Stores, trading posts, canneries 
Security (mortgages of trust allotted land, assignments of income, etc.) 
Special analysis of problems of financing Indians through sources serving 
other citizens 
Credit needs: 
Correlated with social and dionothie b program objectives 
Method or methods proposed, tribal and revolving credit funds, other gov- 
ernmental or private financing. 

8. Tawvation.—Study should reveal the extent to which the group and its mem- 
bers are presently meeting, or not meeting, all forms of normal taxation. 
Federal income, excise, and sales taxes 
State income, sales, and land taxes 
Local taxes 
Taxes lost to State by reason of tax exemption on trust lands 
‘State and local taxes paid in relation to services received or not received therefor 
‘Comparison of Bureau expenditures with estimated potential tax increase from 

removal of trust restrictions 
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Sources of Federal and State revenues for health, education, welfare, roads, law 

enforcement, etc. , 

Federal grants-in-aid to State 

9. Education.—The educational achievement of a group is directly related to 

broad considerations of its preparation for handling its own affairs. 

History of formal and adult educational programs among group 

Educational achievement—Elementary, high school, and higher 

Present enrollment in different types of school—Indian Service, public, private 

The older people’s literacy equated with their capacity for the management of 
their own affairs 

School-age population : What percentage not in school and why 

10. Heuith.—Analysis should reveal the unmet health and medical needs of the 
group. This should be worked out with the specific assistance and direction of 
the Public Health Service. 

Available facilities 

Public Health Service and private hospitals 
Public Health Service and private clinics 
Private physicians 

Mortality and morbidity rates of diseases 
Major problems of prevention 

Health education 

State and local participation 

11. Welfare.—Inquiry should illuminate the extent and character of the group’s 
dependency on grants for subsistence, the met and unmet needs of the group, 
and special problems of social welfare and service. 

Organization for the administration of grants and social service. 
Categorical aids: * 
Old-age assistance 
Aid to the blind 
. Aid to dependent children 
Aid to permanently and totally disabled 
Indian Service general assistance and tribal relief grants 
Crippled children’s program 
Dependent and neglected children in institutional and foster care 
Housing as a basic need 
Trends 
Problems in relation to administration 
Special social problems : 

12. Law and order.—The purpose should be to measure the dimensions of the 
law and order problem and the extent to which present organization is ade- 
quate; and.to bring reservation law enforcement under State jurisdiction. 
Type of organization: Tribal, United States, and State or local 
Complement of law enforcement : Police, judges 
Budget 
Statistical record of group’s obedience to law and order code, State statutes, ete’ 
Juvenile delinquency : 
Impediments (if any) to State assumption of jurisdiction 
Prospects for transfer of jurisdiction to States, including probate cases 
Local attitudes toward Incians in relation to treatment of Indians ‘in non-Indian 

courts 
Indian attitudes toward State jurisdiction 
Needs for more effective law enforcement, under present tribal auspices, or in 

the interim before transfer to State jurisdiction 

13. Roads.—Road programs should aim to improve Indian Bureau roads to 
adequate standards and to progressively turn over jurisdiction and responsibility 
for maintenance to States or subdivisions thereof. 

Existing primary and secondary stems under Indian Service administration: 
Miles 
Lineal feet of bridges 

Finan¢ial program for completion of road systems: Cost by years 

Program for transfer of jurisdiction to States and local entities 


2In‘ compiling data, families where one or more members of the same family group 


reeeive categorical aid should be noted. 
*'The record of fines paid in tribal and State courts should be measured only by charges 
(not dependency) and by policy or court action as recorded. 
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* In timber-sale matters there are consultations with tribal representatives on 
matters affecting tribal timber, and consultations with individual Indians ‘on 
matters affecting their individual trust allotments. 


Congulation with the tribe 


Mr. Cleveland Jackson, chairman of the Quinault Tribal Council, testified 
before this committee and complained that the council was not properly consulted 
prior to: the time that the Crane Creek and Taholah contracts were virtually ac- 
complished facts. He stated that the tribal council had nothing to do with making 
arrangemens for these sales. 

Mr. Jackson’s statement is not in accordance with the facts, 

At this point I wish to submit a number of exhibits which show that the tribal 
council was consulted as early as 1947, and that such consultations were contin- 
ned throughout the time that these sales were being developed. The names of Mr. 
Cleveland Jackson and of other members of the tribal council are found fre- 
quently in these exhibits. 

Exhibit 5 is a copy of Notes of Conference Held in Superintendent Helan- 
der’s Office, Hoquiam, Wash., March 6, 1947. It refers to a protest by Mr. Cleve- 
land Jackson, chairman of the Quinault Business Committee, to a plan then be- 
ing considered to sell timber on the Taholah logging unit. This was essentially 
the same as the Taholah logging unit now under contract. It reveals that Mr. 
Jackson had but recently been informed of the suggested sale. His objection to 
the proposal was that the suggested sale did not cover all uneontracted allotments. 
He made several speeific recommendations, including the recommendation that 
all remaining timber on the reservation, including the Taholah unit, be divided 
into three units and offered for sale in order to attract operators with adequate 
financial backing. 


Exursit 5. NoTes oF CONFERENCE HELD IN SUPERINTENDENT HELANDER’S 
OFFice,. HoguiAM, WASH., Marcu 6, 1947 


(Mr. Cleve Jackson telephoned to agency office on March 5, 1947, and informed 
a clerk he was bringing a delegation in to see Mr. Helander on March 6, re- 
garding proposed timber-sale unit.) 

Meeting started at 1: 20. 

People attending the conference : 
Cleve Jackson, chairman, Quinault Business Committee 
Harry Shale, councilman 
Horton Capoeman, councilman 
Oscar McLeod, councilman 
Robert Sampson, councilman 
Helander, Superintendent, Taholah Agency 
‘Keeler, chief clerk 
McKeever, forest ranger 

Mr. Jackson advised that. they were at ‘this office to protest consummation of 
the proposed Taholah timber-sale unit and that they did not expect any satisfac- 
tion at this level or the district level. However, they desired to proceed through 
all the proper channels. He stated that he first received word of this proposed 
sale officially from Mr. Helander 2 days ago when Mr, Helander and Mr. Mc- 
Keever. discussed with him the development of a timber access road into the 
sale se They were protesting for the following reasons : 

1. They had not been contacted or advised, of this proposed sale when 
the. original planning for the sale was started. 

2. They desired a plan whereby all allottees would receive at léast some 
benefits from any future sale of timber on the resérvation. They feel that 
if the present sale is allowed to go through that the majority of the allottees 
outside of the proposed sale unit would not have an opportunity in’their 
entire lifetime of realizing any monetary benefit from their timber holdings.. - 

8. The sale was favoring the “fair-haired” Aloha Co. i 

Mr. Jackson further stated : 

1. That all the remaining standing timber on the Quinault Reservation 

including the proposed’ Taholah unit be set up under a,.three-units timber 

_. sale and be offered for sale. This type of sale would attract timber oper- 
ators with sufficient financial backing who could handle financially such 
a large volume of timber. 

2. If future sales were made, that the initial advance payments should 
be at least 50 percent of the estimated value of the allotment. 
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8. That he had contacted Mr. Case, attorney for the Quinault Tribal 
Council, in Washington, D. C., by telephone, and had requested Mr. Case 
to arrange an appointment for him with Mr. Zimmerman, Acting Com- 
missioner. 

4. That he had contacted an attorney cennected with a legal firm in 
Tacoma, Wash:, who is well versed in Indian law, with the idea of having 
this attorney obtain a restraining order to stop the sale if they were un- 
suceessful in stopping the proposed timber sale at the district, Chicago, or 
Washington level. : 

5. That he had obtained a copy of the forest officer’s report on the pro- 
posed timber sale from the West Coast Logger’s Association, at Portland, 
Oreg. ; 

6, That he had conferred with Mr. Woelke, Mr. Case, and Senator Langer 
in Washington, D. C., and Mr. Arnold in Chicago, last fall relative to the 
possibility of future timber sales and possibility of making large advance 
payments by obtaining financial assistance from the Reconstruction Finance 
Corporation. Mr. Jackson brought out that perhaps a plan could be worked 
out whereby the timber operators could bear the interest costs of any large 
loans. 

7. That Mr. Case had informed him that two eastern banks had indicated 
a willingness to finance large long-term loans on Quinault timber at 2 percent 
interest rate. 

8. That the proposed advertisement_requiring manufacture of logs within 
a 10-mile radius of the reservation boundary was highly unfair. 7 
Mr. Helander and Mr. McKeever reviewed the timber sale from the time of 


its inception to the present for the council : 


1. Sale was requested by Mr. Smith, of Aloha Lumber Co., approximately 
2yearsago. This was transmitted to the Indian office. 

2. A second request was received from Mr. Smith, and this time the office 
requested a forest officer’s report on this sale. 

3. The forest officer’s report was made and transmitted to the office last 
October. 
’ 4. It was our understanding that Mr. Jackson attended meetings in this 
agency office with Mr. Arnold in 1942 and with Mr. Woelke in 1943 relative 
to the establishing of the present boundaries of the proposed taholah logging 
unit. He admitted that he had sat in on these meetings and that he had 
protested the boundary which was first contemplated, He advised Mr. 
Arnold that he would protest any future timber sales on the Quinaielt 
Reservation unless some plan was worked out whereby all the allottees 
would benefit from any future sale, and since that. time had not been kept 
informed as to the progress on the proposed timber sale. 


Mr. Helander stated: 





1. That he assumed everyone was informed of the proposed sale as the 
agency office was in the process of obtaining powers of attorney from the 
numerous allottees and heirs affected by the proposed sale when he reported’ 
for duty at this office November 1, 1946. 

2. The forest officer’s report had been forwarded to the Indian office and 
to date neither the agency nor district office had any definite information 
that the sale had been approved or disapproved. However, the Indian 
office had allotted this office funds for a timber access road into the proposed 
unit with the instructions to proceed with construction work immediately, 
which would indicate the proposed sale would be approved in the near future. 

3. That it was his impression that people of this office and the district 
office were sympathetic in realizing that many allottees had large money 
values tied up in timber from which they would never obtain any benefits. 

4. That all were aware that this was one of the major problems of this 
agency, combined with the ever increasing heirship problem. 

5. That it was his impression that when the forest officer’s report on 
the Taholah unit was prepared last fall considerable time and study had 
been devoted to the idea of establishing an Indian-owned sawmill on the 
Quinaielt Reservation, that the central office had requested every considera- 
tion be given to such a project. Finally a tribal sawmill was deemed not 
feasible due to necessity of floating a very large loan, market condition, 
difficulty of obtaining equipment and labor, ete. Therefore, consideration 
was given to restricting the manufacture of Quinaielt logs within 10 miles 
of the ‘reservation to provide a ready labor market near at home for the 
Quinault people. This provision was considered the next best to an 
93277—57 25 
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Indian owned sawmill and was not proposed with the idea of favoring any 
one lumber company but to provide an available labor market near the 
reservation. 

6. The question of tribal council authority over the rights of an individual 
allottee to sell his timber was raised. It was pointed out to Mr. Jackson 
that the agency office had already obtained approximately 100 powers of 
attorney for the proposed sale unit. Mr. Jackson said he had given this 
question close attention and had diseussed it at length with attorneys in 
Tacoma, Wash., and it was his opinion that the tribal council had sufficient 
legal authority to overrule individual allottees. 

Mr. Clyde Flinn, district land officer, was presented to the group by Mr. 
Helander to explain the tribal land enterprise plan established and placed into 
operation on the Rosebud Reservation. This plan was presented to the group 
with the possibility of opening up ideas of a similar plan or modified version of 
same might be considered for the Quinaielt area. 

The conference adjourned at 2: 45. 

Mr. Jackson informed us that they were planning to proceed to Portland on 
or about March 10 to voice their protests to the district office, and that he would 
fly to Chicago shortly thereafter (about March 15) and personally submit the 
protest to the Commissioner, and thence to Washington, D. C., to the Secretary’s 
Office and contact Mr. Lee Muck, Director of Land Utilization. 


Exhibit 6 is a copy of memorandum concerning a conference in Portland, 
Oreg., regarding Quinault Reservation timber sales, dated March 12, 1947. This 
was a continuation of the conference covered by exhibit 5. 


HExureit 6. MEMORANDUM CONCERNING A CONFERENCE IN PORTLAND, OREG., 
REGARDING QUINAULT RESERVATION TIMBER SALES 


MaRcH 12, 1947. 
Memorandum to: E. Morgan Pryse, district director. 
Subject: Conference held in district director’s office, Portland, Oreg., on March 
10, 1947, regarding Quinault Reservation timber sales. 
From: Floyd H. Phillips, district forester. 


Those attending the conference: Mr. Cleve Jackson, chairman, Quinault Busi- 
ness Committee; Mr. Harry Shale, councilman; Mr. Oscar McLeod, councilman; 
E. Morgan Pryse, district director; C. L. Graves, assistant district director: Ed- 
ward G. Swindell, Jr., district counsel; Clyde W. Flinn, district land agent; 
C. R. Patrie, forester ; Floyd H. Phillips, district forester. 

We had been advised through Superintendent Helander’s office that a delegation 
of the Quinault Business Committee would be in Portland on March 10 to dis- 
cuss with representatives of this office the proposed Taholah timber sale. The 
Quinault delegation arrived at about 1: 30 p. m. and met in the district director’s 
office. Mr. Jackson acted as spokesman. 

Mr. Jackson stated that the purpose of their visit to this office was to protest 
the proposed Taholah timber sale. He stated that until the past week or 10 
days that neither he nor any of the other members of the council present had 
been advised officially of the proposed sale; that it had officially come to their 
attention when Superintendent Helander and Clyde McKeever, of the Taholah 
Agency, had discussed with them the proposed access road into the timber-sale 
area. Mr. Jackson further stated that the-entire matter had not been discussed 
until he and a council delegation had met in Superintendent Helanders’ office at 
Hoquiam, Wash., on March 6, 1947. Mr. Jackson stated that they did not wish 
to bypass any of the usual channels in making this protest, but that they did 
intend to go from here to the Commissioner’s Office in Chicago and from Chicago 
to the Secretary’s Office in Washington in their attempts to stop this proposed 
sale, and that if thus unsuccessful they felt the tribe must resort to injunctive 
proceedings in the courts. 
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Mr. Jackson stated that their objection to the sale of timber as proposed in the 
Taholah unit was based on the fact that if the proposed sale went through under 
present plans, the majority of the allottees and a great many of the heirs who 
had unlogged timber on the Quinault Reservation would not realize any return 
from their timber during their present lifetime. He pointed out that a good many 
of the allottees were now well along in years and those who had allotments out- 
side the Taholah sale boundaries would have to wait for at least another 20 years 
and, in many cases, a great dealer longer before additional revenues from other 
sales could be realized. ; 

The delegation was questioned as to their alternative solution of making timber 
sales on the Quinault which would meet with the objections of the delegation 
and the allottees in such a manner that all of the allottees might at once realize 
some benefit from the sale of timber, but no clear-cut plan was offered. Mr. Jack- 
son did suggest that a cooperative sustained yield unit might be the solution, a 
unit which would embrace the timber holding of other owners—private, State, 
and Federal—thus enlarging the unit so that a larger sustained yield cut could 
be obtained which would interest larger operators who might be able to finance 
immediate payments to the allottees involved. This matter was discussed at 
some length and it was pointed out that even though the unit were increased with 
the addition of the timber of other owners, it probably would not increase the 
total annual cut on the reservation itself. 

Mr, Jackson protested the part of the proposed contract which would require 
that the logs cut from the unit be manufactured at a mill situated on or within a 
10-mile radius of the reservation boundary. It was explained to the delegates 
that this proposal had been originally considered from the standpoint of the bene- 
fits which would accrue to the resident Indians of thus obtaining employment at 
such a nearby mill, but that such provision had already been eliminated from 
consideration in the proposed Taholah sale. 

It was pointed out by members of the district office staff that they had believed 
that the Indians concerned were well aware of the proposed sale inasmuch as 
powers of attorney for the sale of timber on the Taholah unit had already been 

‘obtained from a considerable percentage of the allottees involved. They were 
also informed that it was understood by this office that the tribal council had 
agreed to the sale of the remaining timber on the Quinault Reservation by units 
when the matter was formally discussed and that the tribal council was on rec- 
ord to that effect. It was also pointed out that it was required by statute that 
Indian timber be managed under the principles of sustained yield. 

Mr. Jackson and the delegates were reminded that various and sundry plans 
for the marketing of the remaining Quinault timber had been under discussion 
and advisement for a good many years and that no entirely satisfactory plan 
which would meet with both the requirements of law and the desire of all of 
the allottees had been found. It was pointed out that the allottees themselves 
had not been in favor of any sort of an association or cooperative which would 
allow them to pool their interests. 

A tribal land enterprise such as is in operation on the Rosebud Reservation, 
which was explained to this group by Mr. Clyde Flinn when he was in Hoquiam 
recently, was again discussed at considerable length. While the delegates seemed 
to feel that there was some merit in this plan, if it could be put into operation, 
they indicated that they did not believe that the allottees would favor such 
procedure. 

The delegation was informed that the district office was extremely anxious to 
work with and for the Quinault Indians in their future timber sale plans and 
that they would be willing to consider any logical and feasible plan that the 
Quinault Indians could propose. However, the Quinanlt delegation left the 
district office with no concrete plan either proposed or any plan offered accepted. 
They left this office with the impression that they had not expected to reach 
any definite agreement at this time with the district officials, but were going 
to proceed with their predetermined plan to go to both Washington and Chicago 
with their protest. Mr. Jackson indicated that if they were unsuccessful in 
stopping the proposed Taholah sale at the higher levels that they then would 
consider it necessary to start injunctive proceedings against the Government, 

and that if such step were necessary, they were prepared to take it. 
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Exhibit 7 is a copy of a memorandum of November 4, 1947, concerning a 
meeting with the Quinault Tribal Council to discuss the proposed North Quinault 
timber sale. It reveals a considerable exchange of views on this subject. 


ExuHisit 7. MEMORANDUM CONCERNING MEETING WITH TRIBAL COUNCIL REGARDING 
Proposep NoRTH QUINAULT TIMBER SALE 


TAHOLAH INDIAN AGENCY, 
Hoquiam, Wash., November 4, 1947. 


MEMORANDUM FOR THE FILES 


On October 31, 1947, at 2 p. m., a meeting was held in the office of the superin- 

' tendent of the Taholah Indian Agency with members of the Quinaielt Tribal 

Business Committee of the tribal council and with members of the agency staff. 
Those present : 

Cleve Jackson, chairman, Quinaielt Tribal Business Committee 

Harry Shale, councilman, Quinaielt Tribal Business Committee 

James Bryson, councilman, Quinaielt Tribal Business Committee 

Oscar McLeod, councilman, Quinaielt Tribal Business Committee 

Horton Capoeman, councilman, Quinaielt Tribal Business Committee 

Hannah Howechop, councilman, Quinaielt Tribal Business Committee 

Melvin Helander, superintendent 

Perry FP. Skarra, forest manager 

L. C. MeKeever, forest ranger 

Karle C. Wilcox, forester , 

The meeting was opened by the superintendent who explained that the pur- 
pose of the meeting was to discuss the proposed north Quinault timber sale. He 
reviewed the history of the proposed sale, stating that when he reported to this 
agency for duty, the proposed Taholah unit was under consideration, that the 
tribal council and some members of the tribe objected to offering this unit for sale 
because only the allottees whose lands were within the Taholah unit would 
realize financiai benefit and that all of the unsold timber on the Quinault 
Reservation should be sold or none at all. In response to this request from repre- 
sentatives of the tribe, and although the Indians owning lands within the 
Taholah unit had overwhelmingly indicated their willingness to sell the timber, 
a proposal was made to the Indian office to offer the entire area within the unsold 
portion for sale under a single transaction. This proposal carries the support and 
has been recommended by the district office. It is now under consideration in 
the Indian office. At this agency; considerable progress has been made in ob- 
taining the consent of the allottees to sell the timber under this plan, and we 
will soon be approaching the place where we will have the consent of the majority 
of the Indians. To explain the progress made in more detail, the superintendent 
called upon Forester Wilcox. 

Mr. Wilcox, using .progress maps to illustrate the work accomplished, stated 
that the proposed North Quinault timber sale unit covered approximately 107,000 
acres and was comprised of 1,380 individual allotments. Of these allotments 
about one-third are in heirship status, having anywhere up to 25 heirs. He dis- 
played a progress map which showed the allotments for which powers of attorney 
had been mailed out, stating that about 700 had been sent out. He was working 
at the present time only on the “living” allottees. He discussed some of the 
difficulties involved in this work, the checking of descriptions, the inadequacy 
of addresses, and the tedious typing work that had to be done because of the 
Jack of clerical help. He then displayed a map which showed the response from 
the allottees on the returned signed powers of attorney. He stated that ap- 
proximately 450 signed powers of attorney had been returned, that the returns, 
while very good at first, had dropped down, and that there appeared to be some 
resistance groups who were usually represented by families. He explained the 
possible reason for these “resistance” groups on the basis that the families were 
mostly on the reservation and were probably waiting to see what progress was 
being made in advertising the sale. He also stated that the response from al- 
lottees living off the reservation was generally considerably better than from 
those residing on the reservation. 

The superintendent then called upon members of the business committee for 
their views on the proposed sale. 
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Chairman Jackson stated that some of the so-called “resistance” might be 
explained because of the wording of the powers of attorney. The main objection 
was the minimum prices listed on the form. The superintendent and Forest 
Ranger McKeever explained that the price listed was the minimum price below 
which no readjustment in stumpage rates could ever go, and was not the minimum 
price which would be given in the advertisement. All of the members of the 
committee echoed the price objection, stating that it was the general belief of 
the people that the price listed would be the price which they would get. An- 
other objection was that the powers of attorney contained no provision for a 
time limit for which the authority was effective. The superintendent explained 
that the allottees could withdraw their powers of attorney. 

There was considerable further discussion regarding the minimum prices 
listed on the powers of attorney, and Mr. Jackson and Mr. Shale both stated 
that it would have been better to have left out any prices and listed only that 
the prices would be in accordance with local market values. Mr. Skarra stated 
-that, while such an arrangement would simplify the adjustment of stumpage 
rates, the minimum prices inserted in the powers of attorney were for the pro- 
tection of the allottees and placed a clear limit below which the Government 
could not go in making readjustments regardless of the condition of the 
market. 

Further discussion revealed that the members (with the possible exception 
of Mr. McLeod) were opposed to sustained-yield management of the timber. 
Mr. Jackson stated that the timber was overmature and further delays in cut- 
ting or cutting on a long-term basis of 40 years was poor forestry. He also 
stated that the proposed annual cut of 60 million feet was too small for an oper- 
ation of the size contemplated and requiring such a tremendous investment. He 
realized that it would take many years to cut the timber but that the cut should 
be liberalized and the old mature and decadent timber should be removed as 
quickly as possible. Mr. McKeever briefly discussed the present condition of 
the timber, 

Mr. Jackson stated that the uncertainty of the continued existence of the In- 
dian Service was another reason why many individuals held off from signing the 
powers of attorney, that there was a feeling that before long the allottees could 
dispose of their timber as they saw fit. He discussed some of the plans for the 
handling of the Quinault timber including the so-called Zimmerman plan which 
proposed the purchase of all the timber lands by the Government. 

Mr. Horton Capoeman stated that the individual allottees, of which there were 
very many, were involved in the proposed sale and that the decision was up to 
them and that he would not try to speak for them. He stated that a general 
meeting with all the people should be held and that all phases of the proposal 
fully discussed. The superintendent and other members of the agency staff 
stated that they would be glad to attend such a meeting and try to explain the 
proposed unit. Mr. Shale discussed a meeting that had been held at Taholah 
stating that he was called upon to explain the big sale. From his explanation, 
it was evident that he did not have all of the facts, and further explanation was 
made to Mr. Shale. 

The superintendent requested an expression from the business committee 
regarding their feeling toward the proposed sale. Mr. Skarra stated that he was 
somewhat surprised to learn that objections existed since he was under the im- 
pression that the tribal council and the members of the tribe had requested the 
big sale and had opposed the Taholah sale becanse so few members benefited. 
Mr. Jackson stated that this was substantially correct and that he and the 
council were all for the big sale but were opposed to some of the provisions as 
previously discussed. 

In summary, the business committee was in favor of the big sale but had the 
following objections to the way it was being proposed : 

1. The minimum prices listed on the powers of attorney were entirely out 
of line and should be revised upward, or should be eliminated and the local 
going market price govern. 

2. There should be a time limit on the power of attorney. 

The people were opposed to the so-called.sustained yield because the 
glories of the members would realize only 50 percent of the value of their 
timber and that the limitation on the annual cut was too restrictive from a 
business viewpoint. 

4. There was a question with respect to the continuance of the Office of 
Indian Affairs. If abolished the allottees would be in a more favorable 
position to quickly dispose of their timber holdings. 
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Mr. Jackson agreed that the tribal council should prepare a resolution urging 
the North Quinault timber sale in one transaction with provisions which would - 
state the position of the Indians. He stated that resolution along these lines 
would be prepared and submitted to the superintendent. He also stated that he ' 
believed he proper procedure would be for several delegates of the tribe and 
members of the agency to go to Washington and discuss the proposal with the 
Commissioner and secure definite commitments on the procedure for handling 
the sale. At 4:30 p.m. the meeting was adjourned. 


Exhibit 8 is a copy of resolution of the Quinault Tribal Council adopted 
April 9, 1949, in which tribal consent is granted to the sale of timber on tribal 
lands located within the Boulder Creek, Taholah, Queets, and Crane Creek units. 
The tribal council subsequently refused to authorize the sale of tribal timber 
‘within the Taholah unit. This small volume of tribal timber, therefore, is not 
included in the sale. 


Hxureir 8. RESOLUTION OF THE QUINAULT TRIBAL COUNCIL, QUINAULT INDIAN 
TRIBE, WASHINGTON 


Whereas the Secretary of the Interior has authorized the sale of timber within 
the Quinault Indian Reservation under logging units designated as the Boulder 
Creek, Taholah, Queets, and Crane Creek units; and 

Whereas these units are predominantly allotted lands with only a few scattered 
tracts of tribal land; and 

Whereas the great majority of the allottee owners have consented to the sale 
of the timber from their lands: Now, therefore, ‘be it 

Resolved, That the Quinault Tribal Council, for and in behalf of the Quinault 
Tribe, hereby consents to the sale of the timber on the tribal lands located within 
the designated units under the same conditions that obtain with respect to the 
sale of the timber from the allotted lands except that stumpage payments in 
advance of cutting need not be made for the tribal timber. Reasonable rights- 
of-way over the tribal lands included in the units and over any other lands in 
which the tribe now holds or may acquire any interest may be granted in the 
discretion of the Commissioner of Indian Affairs to carry out the intent and 
purposes of the timber contracts. 

The above resolution adopted by the Quinault Tribal Council at a special 
meeting held on April 9, 1949, at Taholah, Wash. 

QUINAULT TRIBAL CoUNCIL 
(For Quinault Tribe), 
By: [s] Harry SHALE, 
{[s] HANNAH M. BowecHop, 
{[s] Oscar McLeop, 
[s] Francis McCrory, 
[s] CLEVELAND JACKSON. 
. Not approved. 


Bxhibit 9 is a copy of a resolution adopted April 21, 1951, by the tribal 
council, which reads as follows : 


Op 


Exursit 9. Qurnautt Treat Councit RESOLUTION CONCERNING CRANE 
CREEK TIMBER SALE 


RESOLUTION 


At the regular annual meeting of the Quinault Tribe of the Quinault. Indian 
Reservation, State of Washington, held on the 21st day of April 1951 in the vil- 
lage of Taholah, Wash., when approximately 50 legal voters of the tribe were 
present, constituting more than a GevER®, the following resolution was duly 
adopted unanimously : 

Whereas, at this time, there is pending in the Office of Indian Affairs, Washing- 
ton, D. C., plans and specifications for the sale of the remaining merchantable 
timber located on the Quinault Indian Reservation, State of Washington, and 
within the Crane Creek and Queets timber sale units, it being evident that the 
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- timber in these units can profitably be sold at this time to the benefit of the 
members of the Quinault Tribe owning timber allotments on said Quinault 
Reservation : Therefore be it 

Resolved, That the Commissioner of Indian Affairs, Washington, D. C., i 
hereby urgently requested to take immediate action whereby the sale of the 
timber in the Crane Creek and Queets timber sale units will be expedited ; be it. 
further 

Resolved, That certified copies of this resolution be forwarded to the Com- 
missioner of Indian Affairs and to the area director of Indian affairs at Port- 
land, Oreg. 
STATE OF WASHINGTON, 

Grays Harbor County, ss 

I, Cleveland Jackson, chairman of the Quinault Tribal Council of the Quinault 
Indian Reservation, State of Washington, hereby certify on honor, that the fore- 
going resolution is a full, true, and correct copy of the original resolution which 
was duly adopted by the members of the Quinault Tribe at the general annual 
meeting thereof on April 21, 1951, held at the village of Taholah, on the Quinault 
Reservation in the State of Washington. 

Dated this 21st day of April 1951. 

CLEVELAND JACKSON, Chairman. 
Attest : 
BLANCHE SHALE, Secretary. 


Exhibit 10 is a copy of another resolution, adopted November 3, 1951, by 
the Quinault Tribal Council, requesting and authorizing the Secretary of the 
Interior to take whatever steps might be necessary to effect the sale of timber on 
the Crane Creek and Queets timber sale units at the earliest practicable date, 
and stipulating the minimum stumpage rates at which the timber is to be ad- 
vertised for sale. 


Exursir 10. QurnauLt Trips Councrt REesoLutTion CONCERNING CRANE CREEK 
TIMBER SALE 


RESOLUTION 


At a special meeting of the Quinault Tribal Council of the Quinault Tribe of 
Indians, Washington, held on November 3, 1951, at Taholah, Wash., a quorum 
being present, the following resolution was adopted : 

Whereas the Secretary of the Interior is contemplating the readvertisement 
for sale of timber within the Quinault Indian Reservation on logging units desig- 
nated as the Crane Creek and Queets timber sale units ; and 

Whereas the great majority of the Indian owners of these lands have consented 
to the sale of timber therefrom ; and 

Whereas the timber on these units is largely overmature and much of it al- 
ready deteriorating from damage by wind, insects, and disease ; and 

Whereas there has been expressed a question as to whether ‘the Indian Service 
will be financially able to furnish adequate scaling service to handle any new 
timber sales : Therefore be.it 

Resolwed, That the Secretary of the Interior is requested and authorized to 
take whatever steps may be necessary to effect the sale of the timber on the Crane 
Creek and Queets timber sale units on the Quinault Indian Reservation at the 
earliest practicable date, providing that minimum rates at which the timber 
shall be advertised shall be not less than the following rates per thousand board 
feet : $13.30 for cedar, $10.50 for spruce, $14.70 for Douglas-fir, $6.20 for amabilis 
fir, $8.25 for white pine, $5.75 for hemlock and other species, and $0.35 for 
cedar poles on the Crane Creek unit; and $9.30 for western redcedar, $8.30 for 
spruce, $10.75 for Douglas-fir, $3.75 for amabilis fir, $6.35 for white pine, $3.40 
for hemlock and other species, and $0.25 for cedar poles on the Queets unit, which 
prices were established in accordance with established appraisal procedures as 
of November 9, 1950, except thaf these stipulated rates shall be adjusted up or 
down in accordance with established procedures on the basis of the latest log 
market quotations available from the quarterly reports of the Grays Harbor, 
Puget Sound, and Columbia River log markets; and 
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Providing further that the stumpage rate for timber sold from either unit 
shall never be less than $3.50 for cedar, $4 for spruce, $4.25 for Douglas-fir, $1 for 
amabilis fir, $3.50 for pine, $1 for hemlock and other species, and $0.02 for cedar 
poles ; and be it further 

Resolved, That the Secretary may, at his discretion, employ the services of a 
reputable scaling bureau for determining the volume of logs cut from these units. 


QUINAULT TRIBAL COUNCIL, 
/8/ OscaR McLeop, 
/8/ FRANK PICKERNELL, 
/s/ Frank W. Law, Treasurer. 
/s/ Harry SHALE, 
/s/ CLEVELAND JAcKSON, President. 
/8/ BLANCHE SHALE MCBRIDE, 

Secretary, 





Exhibit 11 is a copy of resolution adopted June 14, 1952, by the Quinault 
Tribal Council authorizing the president and secretary of the council to sign 
the contract for the sale of timber on the Crane Creek logging unit. 


ExHisit 11. QUINAULT TRIBAL CounciIL RESOLUTION AUTHORIZING OFFICERS TO 
SIGN THE CRANE CREEK TIMBER CONTRACT 


RESOLUTION 


At a special meeting of the Quinault Tribal Council of the Quinault Tribe of 
Indians, held on the 14th day of June 1952 in the village of Taholah, Wash., the 
following resolution was duly adopted: 

Whereas the Quinault Tribe of the Quinault Indians, at its regular annual 
meeting of April 21, 1951, passed by a unanimous vote a resolution urgently re- 
questing the Commissioner of Indian Affairs to take immediate action whereby 
the sale of the timber in the Crane Creek and Queets timber sale units would be 
expedited ; and 

Whereas under authority of the Secretary of the Interior the Crane Creek 
logging unit on the Quinaielt Indian Reservation has not been advertised for sale 
at not less than the following rates: 

Western redcedar, $13.30 per thousand board feet. 

Sitka spruce, $10.80 per thousand board feet. 

Douglas-fir, $15 per thousand board feet. 

Amabilis fir, $6.65 per thousand board feet. 

Western white pine, $8.80 per thousand board feet. 

Western hemlock and other species, $6.40 per thousand board feet. . 
Cedar poles, $0.055 per lineal foot; and 

Whereas it is in the best interest of the Quinault Indians that this sale be 
made as advertised; and 

Whereas the approved form of contract for making the proposed sale, provides 
for signature by a representative of the Quinault Indians: Now, therefore, be it 

Resolwed, That president and secretary is authorized and empowered to sign 
the contract for the sale of the timber on the Crane Creek logging unit on the 
Quinault Indian Reservation for the Quinault Tribal Council, 

QUINAULT TRIBAL COUNCIL, 
/s/ Harry SHALE, 
/8/ Lee F. ALDEN, 
/3/ Francts McCroy, 
/8/ CLEVELAND Jackson, Chairman, 
Attest: 
/s/ THEODORE Strom, Secretary, 


The foregoing documents give some evidence of the extent to which an attempt 
was made to inform the tribal council officially of action being taken to sell this 
timber. It does not reveal the numberless conversations with members of the 
council and with individual Indians who came into the agency office to discuss 
their needs and desires with respect to timber sales. No complete record is ever 
kept of such meetings, because it is a usual part of day-to-day activities. 
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Powers of attorney for timber sales 


Messrs. McLeod and Jackson have complained to your committee that powers 
of attorney were obtained from some allottees several years before the timber was 
sold. It is true that several years elapsed between the receipt of some powers 
- of attorney and the actual sale of timber. This was a necessary fact because 
of the complicated landownership program. 

The entire timber-sale program hinged on the question of whether the in- 
dividual allottees wished to have their timber included in the proposed sales, No 
plans for the sales could even be considered until the wishes of a majority of the 
allottees could be ascertained, and a determination made of the number of allot- 
ments that might be involved. 

With these allottees scattered throughout the United States, Canada, and 
Alaska, it required time to locate them and determine their wishes. As rapidly 
as the ownership of the allotments could be determined and the whereabouts of 
the allottees and heirs learned, informational circulars were mailed to them with 
prepared powers of attorney for the signatures of those who wanted their timber 
sold. ; 

When sufficient powers of attorney were returned to clearly indicate that a 
large majority of the Indians desired the sales made, definite plans for the sales 
became possible. Without these powers of attorney, we would have had no basis 
for determining whether we could offer for sale solid blocks of timber, or blocks 
checkerboarded with allotments not included. Nor could we determine the 
amounts required for advance deposits and bonds, or the amount of advance 
payments that prospective purchasers would have to make. 

No one could have been expected to bid on these timber sale offerings until 
these basic facts were ascertained. 


Consultation with individuals 


We are faced with a difficult problem in devising means for consulting with 
individual allottees on actions to be taken in connection with the large contracts 
on the Quinault Reservation. This situation was recognized by the United 
States circuit court of appeals in the following statement: 

“* * * Tt is obviously impossible for the Secretary to confer with each allottee 
concerning the terms and conditions of a proposed contract. He must of necessity 
promulgate general rules. Whatever they may be called, the rules are in effect 
a statement of the terms under which sales by allottees will be approved. If 
authority were needed to support the views here expressed it is to be found in 
many cases. * * *” (118 F. 2d. 421, p. 424). 

Nevertheless the Quinault allottees have been consulted to a greater degree 
than previous testimony before this committee would lead one to believe. One 
example is the memorandum of information to allottees concerning the proposed 
North Quinault timber sale that has been submited as exhibit 3. 

Exhibits 12 and 13 are copies of sample letters sent to allottees with re- 
quests for their powers of attorney to sell timber on the Taholah and Crane Creek 
logging units. 


Exuipsit 12. Exampre or Le&trers SENT ALLOTTEES WITH POWERS OF 
ATTORNEY FOR TAHOLAH LOGGING UNIT 


UNITED STATES DEPARTMENT OF THE INTERIOR 
Office of Indian Affairs 


FIELD SERVICE 


TAHOLAH INDIAN AGENCY, 
- Hoquiam, Wash., July 10, 1950. 
Mr. ANDREW CASKY, 
: Taholah, Wash. 
Dear Mr. Casky: The Secretary of the Interior has recently approved a con- 
tract for the sale of the timber on the Taholah logging unit to the Aloha Lumber 
Co. of Aloha, Wash. The terms of the sale, including the stumpage rates to be 
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paid, are the same as those for which the timber was offered for sale last July. 
The prices offered for the timber are as follows: 


[Per thousand board feet] 


Wroniein weenie ts i cc ei Tdi ise scce ncn nee $9. 75 
ICR INR kt 3.6 sii hi hie AB atin ie seein ninnddcedibitln 8. 75 
pam tiisototc ais cl bolwisus waduilisitdieinsden winasc ei ede 10. 85 
(a@er weles iiimeer fete) wicdi dite: bacobiceesd ne i ied ek . 08 
Aten: Otitis. 86 oiecs mld cel ocisbsecbuis din cnucks odin 3. 80 
WOUCOET “WHE WHO. nn ot el lo ed ddeliosadé ei} 6. 75 
Western hemlock and other species__._._.-.---.--------.--------------- 3. 90 


Our records show that you are the owner of, or have a part interest in Quinault 
allotment No. 156, which is located within this unit. In order for the timber on 
any allotment within the unit to be included in the sale, we must have the au- 
thority from the owners to sell it. If you wish the timber on the above allot- 
ment to be sold, please sign all six copies of the enclosed power of attorney form 
immediately above your typewritten name at the lower right side of each form. 
Also have two distinterested persons sign on the left side opposite each of your 
signatures. The completed forms may be returned to this office in the enclosed 
envelope, which requires no postage. 

Although much work remains before all the individual allotment contracts 
within the sale area have been completed and the first advance payments made 
by the company, we are encouraged to believe that those payments will be avail- 
able to the allottees and heirs by the latter part of August. 

Very truly yours, 
VINCENT J. KEELER, 
Acting Superintendent. 


EXxuHieitT 13. EXAMPLE OF LETTERS SENT TO ALLOTTEES WitTH PowERS or ATTORNEY 
FoR CRANE CREEK LOGGING UNIT 


UnitTep STATES DEPARTMENT OF THE INTERIOR 
Office of Indian Affairs 
FIELD SERVICE 


WESTERN WASHINGTON AGENCY, 
Hoquiam, Wash., April 3, 1952. 
Mr. Lee Dexter Saux, 
Taholah, Wash. 


Dear FrirenD: The majority of the allottees and heirs to allotments within 
the Crane Creek logging unit have indicated their willingness to sell the timber 
on their allotments by signing powers of attorney. Therefore, plans have gone 
ahead and we are now advertising this unit for sale with bids to be opened on 
June 17, 1952. : 

Upon checking the signed powers of attorney, we find that we do not have 
one from you. If you are interested in selling the timber on Quinaielt allotment 
No. 1363, Quinault Reservation, Wash., please sign all copies of the enclosed 
power of attorney, in ink, where indicated, by red check marks, have two dis- 
interested persons sign, in ink, as witnesses, on all copies, and return all copies 
to this office in the enclosed self-addressed envelope which requires no postage. 

Your interest in the above-mentioned allotment No. 1363 belonging to Lee 
Dexter Saux is a whole share. 

Failure to return these power of attorney forms properly executed will signify 
that you are not interested in selling the timber and the allotment will not be 
included in the sale. 

Timber will never be sold for less than the prices indicated on the power of 
attorney. The advertised prices are considerably higher, and any further in- 
formation required may be obtained at this office. 

Very truly yours, 


RaymMonpd H. Birney, Superintendent. 
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On most reservations the tribal business committees, or similar small groups 
of elected representatives, provide machinery for meaningful consultation on 
management of the tribal forest. 

In most sales of Indian timber the relative value of the tribal resource far 
exceeds the allotment values, and expressions by the tribal governing bodies have 
been assumed to reflect in a general way, the general attitudes of the individual. 
The problem is more difficult on the Quinault Reservation, where the tribal 
council is not so responsive to individual Indian interests. 

Efforts are constantly made to promote a clear understanding of forestry poli- 
cies and procedures among interested Indians. No mechanics have been devised 
for consultations with individuals, subsequent to execution of the contracts, 
aside from personal visits of the individuals to the agency offices. 

How meaningful an explanation of legal or technical matters can be to persons 
not familiar with this specific subject is open to question. The extent to which 
such consultations are meaningful is also dependent upon how successful the 
individual Indian is in subjugating his personal interests for immediate income 
to the objectives of conservative management of his individual allotment. 

. It is entirely out of reason to attempt consultation with each of the many hun- 

dreds of individuals who have interests in the Taholah and Crane Creek units 
every time an action is to be taken. It is very doubtful whether such in- 
dividual consultations would be productive of wortlwhile results. 

Mr. Claude Wain has suggested to your committee a plan under which al- 
lottees ‘interested in any particular timber sale would organize and select 
representatives to speak for them on matters affecting their interests in the 
contract covering such sale. There is nothing in our present policies to preclude 
such procedure, and we shall be very glad to work with interested groups in 
developing such a plan. It would provide a procedure for more meaningful 
consultation. It would not eliminate the many hours of consultation with in- 
dividual Indians that is now a part of office routine in handling these sales. Nor 
would it eliminate the need of consultation with the tribal council on some 
questions. : : . 

If any group of allottees, with interests in the Taholah and Crane Creek units, 
wishes to designate representatives to speak for it, we shall be happy to consult 
with such representatives at any time on matters affecting these contracts. 


Access to information 


You have heard testimony by Mr. Wain to the effect that information regard- 
ing currently proposed stumpage adjustments was denied an individual who pro- 
fessed to represent him. We believe it appropriate that such information be with- 
held until there is acceptable evidence that it is being sought at the request of 
an allottee. In this specific case, arrangements were made to furnish the re- 
quested information directly to Mr. Wain. 

The claim has also’ been made before your committee by Mr. McLeod, an 
attorney representing a group of the interested Indians, that he had great dif- 
ficulty in obtaining information to which he believed he was entitled. We ques- 
tion seriously whether the difficulty arose from anything more serious than a 
misunderstanding on the part of Mr. McLeod as to the manner in which the in- 
formation can be made available, or perhaps failure on his part to present 
evidence of his authority to speak for the Indians. 

Each contract of the sale of Indian timber is executed in sextuplet. The original 
is for the use of the General Accounting Office. Copies are on file in the Wash- 
ington office of the Bureau of Indian Affairs, the office of the area director, and 
the office of the agency superintendent or the subagency office. The remaining 
copies are furnished the purchaser and the surety on his bond. The same dis- 
tribution is made of individual allotment contracts, except that one copy is placed 
in the allottee’s file at the agency office, instead of going to the surety on the bond. 

In the circumstances, the individual Indian or his properly accredited repre- 
sentative has access to a general contract or an individual allotment contraet at 
the agency or subagency office, or at the office of the area director. The general 
contracts are readily available for inspection at the central office in Washington. 
The individual allotment contracts are not so readily available in Washington. 


TIMBER SALE DEDUCTIONS AND SERVICES RENDERED 


Your committee has heard considerable testimony expressing doubt as to the 
propriety of deductions being made from timber sale receipts to cover adminis- 
trative expenses, and also regarding the benefits to the Indians from the services 
rendered. 
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Timber-sale deductions 


The deductions from timber-sale receipts are made pursuant to title 25, Code 
of Federal Regulations, section 61.25. Prior to September 1, 1944, the regulations 
provided for deductions of 8 and 3 percent. On that date they were increased 
to 10 and 5 percent. This increase was made because administrative expendi- 
tures were running substantially ahead of deductions. 

Because of this change in the rate of deductions, and more particularly because 
of increases in stumpage prices, the deductions from timber-sale receipts have 
exceeded actual expenditures in recent years at some Indian reservations. They 
have, accordingly, tended to overcome the deficits in collections that had built 
up in earlier years. 

On July 5, 1956, a memorandum was addressed to the directors of all areas 
where substantial volumes of timber are sold, requesting that an analysis of 
expenditures and deductions be made for each reservation where such analyses 
were warranted. 

Reference is made to this memorandum in the audit report by the General 
Accounting Office which has been submitted to your committee (see p. 192). The 
General Accounting Office report takes exception to what it considers to be our 

‘narrow interpretation of the costs for which reimbursement should be obtained 
through the timber-sale deduction. The audit report states in part as follows: 

“We believe that expenditures for items such as road maintenance, fire sup- 
pression, pest control, and area office direct forestry costs should be considered 
as administrative expenses to be recovered from timber sale receipts. If for- 
estry is to be considered a reimbursable function, we believe that all definable 
costs incurred in carrying out the activity should be recognized before the per- 
centage of administrative deductions is reduced below the 10 percent level pre- 
scribed.” 

The audit report specifically recommends that all such costs be considered 
and, further, that cumulative records be maintained to serve as a basis for de- 
termining the adequacy of the deductions. 

It is quite clear that if these policies were in effect on the Quinault the de- 
ductions now being collected would not cover costs of administering the forestry 
program. 

The essential fact is that deductions from timber-sale receipts pursuant to 
title 25, Code of Federal Regulations, section 61.25, as this regulation is inter- 
preted by us, are intended to provide reasonable reimbursement for services 
rendered to the Indians in connection with the protection, development, and sale 
of timber from their property. It is not intended that there be an exact balance 
between deductions and expenditures, and certainly no balance should be at- 
tempted annually. 

Again the situation on the Quinaielt Reservation is complicated because of 
the ownership pattern. It is possible, with today’s stumpage prices, that the 
deductions from timber-sale receipts on the John Doe allotment exceed the 
actual costs of administering the sale and protecting the allotment during the 
particular years in which the cutting is accomplished. However, that same 
allotment has received the benefit of protection and other administrative services 
for many years. In those previous years timber was being sold on other allot- 
ments, and deductions from those timber-sale receipts served as partial reim- 
bursement for all costs, including protection of the John Doe allotment. In 
future years, after the John Doe allotment is cut over and there is no timber- 
sale income which to make administrative deductions, there will be sales on 
other allotments. Deductions from timber-sale receipts on these other allot- 
ments will be made, part of which will offset the continuing protection and ad- 
ministrative costs on the John Doe allotment. For this reason, it is not feasible 
to compare deductions with expenditures on each allotment separately. 

According to records readily available, which are subject to audit, the ex- 
penditures, exclusive of special fire-suppression funds, by the branch of forestry 
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at Western Washington Agency, and the timber sale deductions earned, during 
* the 8 fiscal years 1949 to 1956, inclusive, were: 


Adminis- 
Fiseal year Expendi-| trative 
tures 


We do not have a separate record for the Quinault Reservation, but there is 
good reason to believe that expenditures on this reservation alone haye also 
exceeded the fees earned until very recently. A similar cumulative record that 
was maintained in connection with the old appropriation titled “Expenses, sale 
of timber (reimbursable)” shows that as of June 30, 1944, forestry expenditures 
at the Taholah Agency had been $133,000 in excess of timber-sale deductions. 
A separate cumulative record of deductions and expenditures on the Quinault 
Reservation will be set up beginning July 1 of this year. 


Services rendered 


Your committee has expressed interest in knowing what services are being 
performed in return for the deductions from timber-sale receipts. We under- 
stand that job descriptions of the forestry personnel have been obtained through 
the General Accounting Office. (See p. 327.) To supplement the record there is 
submitted a statement covering the work being performed by forestry personne) 
of the Western Washington Agency. 


Exursit 14. Services PERFORMED BY BRANCH OF FORESTRY PERSONNEL, WESTERN 
WASHINGTON INDIAN AGENCY 


There is attached a list of authorized positions in the branch of forestry, 
Western Washington Indian Agency, as of February 28, 1957. Seasonal fire- 
control aids are not included in the list. Of the 26 positions listed, 22 are shown 
to be occupied on February 28. Seventeen of the twenty-two occupied positions 
are headquartered on or near the Quinault Reservation. 

The forest manager is responsible for the forestry program throughout the 
jurisdiction, which includes 15 widely scattered reservations and sundry public- 
domain allotments located singly and in small groups throughout western 
- Washington. : 


Activities outside the Quinault Reservation 


Two forestry aids and a clerk-stenographer are stationed at the agency office 
in Everett. The forestry aids perform necessary fieldwork on the small reserva- 
tions and on the public-domain allotments in the area east of Puget Sound and on 
the Bremerton Peninsula. This involves numerous small sales and permits, in- 
vestigations of timber trespass, maintenance of timber production records for the 
area covered, consultations with the Indians and with timber operators. Col- 
lections for stumpage have to be accounted for and disbursement schedules pre- 
pared to distribute timber money to allottees and heirs. 

Protection of the Indian lands in this portion of the jurisdiction is in accord- 
ance with an agreement with the State of Washington whereby the State pro- 
tects five reservations and the public-domain allotments and the Indian agency 
protects private lands on the Tulalip Reservation. 

One GS-9 forester and one forestry aid are stationed at Neah Bay on the Makah 
Reservation. Their primary responsibility is the management and protection of 
the Makah Reservation forest and public-domain allotments in the northern por- 
tion of the Olympic Peninsula. Temporarily, there are no active timber-sale con- 
tracts on the Makah Reservation, but plans are being drawn up for a resumption 
of sales. . 

The forestry personnel at both the Everett and Neah Bay locations are under 
the supervision of the forest manager who is responsible for their activities. 
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Activities on the Quinault and adjacent Indian lands 


Hoquiam is forestry headquarters for the Western Washington Indian Agency. 
The forest manager, assisted by one GS-9 forester, is in charge of the Hoquiam 
office. Two forestry aids and two clerk-stenographers make up the office force. 
Other forestry personnel work out of Hoquiam and other points on or near the 
Quinault Reservation 

While the forestry staff in the Hoquiam area is primarily concerned with the 
Quinault Reservation, it is also concerned with seven other reservations and 
the numerous public-domain allotments throughout southwest Washington. The 
chief concern with the small reservations is in control of timber-cutting activities 
by making of small sales, issuing cutting permits, and, in some cases, checking on 
trespass and taking proper action in case of trespass. Fire protection of the small 
reservations and public-domain allotment lands is taken care of by cooperative 

agreement with the State whereby the State protects them in exchange for pro- 
tection given by the India® agency to privately owned lands on the Quinault Res- 
ervation. 
1. FOREST MANAGEMENT—QUINAULT RESERVATION 


(a) Administration of Crane Creek and Taholah timber sales 


A GS-9 forester is in charge of each sale. They are assisted by 1 forestry 
aid who divides his time between the 2. Work required involves checking plans 
of operation submitted by purchasers and working with said purchasers to effect 
changes in plans when such is deemed to be desirable. Primary concern: is 
that plans are in accordance with orderly development of the units on the 
principles of sustained yield forestry practices and adequate fire protection. 
Also of primary concern are the needs of the Indians, and in special circum- 
stances where hardship cases are brought to the attention of the agency, plans 
are modified to provide for the cutting of particular allotments to provide early 
income for allottees in serious need of funds. 

Allotment lines as relocated and marked by the purchasers are carefully 
checked and verified before purchaser is allowed to begin cutting operations 
on any cutting block. Following cutting operations, cutover area is carefully 
checked to assure that all logs are properly identified as to ownership before 
the purchaser is permitted to begin skidding of logs cut. 

As yarding proceeds, constant checks are maintained to assure that all logs 
are adequately branded with the registered brand assigned before leaving the 
landing. Piece count checks are maintained by brands and log species for later 
checking against Bureau scale reports. 

An Indian Bureau forester check scales a minimum of 5 percent of all logs 
sealed by the scaling bureau. This check scale includes a check not only against 
volumes by species, but also a check as to grades and the number of pieces by 
brands and by species. This brand check is a recent innovation as a result of 
studies made which indicated a need for somewhat tighter controls. 

Following completion of logging on any cutting block or portion thereof, the 
entire logged area is carefully checked and all unnecesary waste and breakage 
and all merchantable material left in the woods is scaled and charged to the 
purchaser. At the same time, the area is inspected to assure that all snags 
are felled and that all contract requirements have been met. 

The officer in charge is also responsible for seeing that logs cut in clearing 
rights-of-way and in other operations are properly branded and logged before 
they deteriorate. In some cases it has been necessary for him to scale such 
logs on the ground in order to prevent loss to the owners from deterioration 
of the logs from having been cut too long before being loaded out. 

Purchasers require gravel for all roads and they secure permits through the 
forestry office, with the consent of the owners of the gravel, for such gravel as 
needed. The officer in charge is required to check these operations to assure a 
proper accounting for all gravel taken from one allotment for use on another. 

It is frequently necessary to take personnel from other assignments and detail 
them to assist on these two sales in order to keep up with all phases of the 
activities involved. 

A recent modification of the Taholah contract has provided for salvage relog- 
ging operations on logged areas to harvest materials not covered under the 
original contract. A similar modification of the Crane Creek contract is ¢on- 
templated. This is to take advantage of the market that has developed in the 
last few years for small material for pulpwood. Improved utilization and 
greater income to the allottees will result. It is anticipated that additional per- 
sonnel may be required to handle this phase of these sales. 








TIMBER SALES—QUINAIELT INDIAN. RESERVATION. 39L 


During the fire seasons,.in cooperation with the fire chief, the officer in charge . 
keeps a constant check to assure that adequate fire-protection measures are 
maintained throughout the sale area. 


(b) Salvage sales 


Fhroughout the cutover portions of the seaneveiin, volumes of merchantable 
material in varying amounts is present, primarily in cedar snags, old cedar 
windfalls, ete. This cedar will produce cedar shakes and is frequently in de- 
mand. One forestry aid is assigned full time to supervise such activities. This 
involves relocating allotment lines, often in burned areas where corners have 
been obliterated, and inspecting areas to determine whether values involved jus- 
tify sales. In cases where reproduction is well established, returns to be secured 
from a limited volume of cedar shakes may not compensate for damage to such 
reproduction that would or could result. A constant check of cedar shake cut- 
ting operations must be maintained to guard against trespass and to assure a 
proper accounting for material produced. 

A second foresty aid has been temporarily assigned to salvage operations to 
cover areas in the Quinault Lake unit, where logging has recently been completed. 

Since shake-cutting operations are performed in areas where fire hazard is 
high, such operations require careful supervision during fire seasons. 


(c) Small sales 


With the advent of the present policy concerning the rights of the competent 
individual allottee to determine the disposition he wishes made of his own allot- 
ment, such individual has three principal options to consider. He may apply 
for and receive a patent in fee; he may apply for a supervised sale of his allot- 
ment by the Bureau; or he may elect to retain it in trust and apply for a timber 
sale to be made in the regular manner. This last option could include an Indian 
contract to permit an allottee to log his own timber. 

This policy has already resulted in a checkerboarded pattern of ownership in 
the Queets area which is the only remaining virgin timber stand on the reserva- 
tion not now under contract. For those who have elected to retain their land in 
trust, a program of small sales (2 million to 15 million board feet) has been 
undertaken. 

Four graduate foresters have been assigned to this activity which involves 
relocation and marking of allotment lines and corners, delineation of reserve 
blocks for seed and protection zones, cruising and appraising the timber,: and 
preparing forest officers’ reports. 

It is frequently necessary to take one or all of these men from this assign- 
ment to assist with other activities. During the past year, for example, forestry 
personnel have been detailed to assist with cooperative studies being conducted 
by the Forest Service, the Bureau of Land Management, and the Bureau of In- 
dian Affairs to determine lumber and plywood recovery from logs of different 
species and grades. These studies are being conducted under the direction of 
the Forest Experiment Station for the purpose of trying to develop improved 
appraisal procedures based on end products. This agency is very much inter- 
ested in this project and will continue to cooperate in it. 

As of April 20, 1957, 1 timber sale involving 1 allotment on the Queets area 
has been effected. Two others, involving several allotments each, have been pre- 
pared for sale and will be advertised in the near future. Others are in process 
of being cruised and appraised. 

As stated above, the personnel assigned to this project may be withdrawn from 
it to help on other activities. Frequently, one or more of them will be detailed 
to help with the pickup scale or other details on the Crane Creek and Taholah 
sales. 


(d) Check scaling, log grade studies, etc. 


One experienced forester is assigned full time to this responsibility. His work 
is confined primarily to the Crane Creek and Taholah sales, as mentioned above, 
but he is also called on to check scale wherever scaling of Indian logs may be 
done, either by the scaling bureau or by our Indian Bureau personnel. He con- 
ducts mill-scale studies on his own and has assisted on the cooperative stuiies 
mentioned above. He will be required to maintain continuous records of : ‘ade 
recovery on all Quinault sales. As assistance is required, it will be supplied 
by temporarily detailing personnel from other assignments. 

The check scaler is also an alternative representative of the Bureau of Indian 
Affairs on the Northwest Log Rules Advisory Committee and is detailed to at- 
tend its regular meetings. This Committee consists of representatives of the 
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independent scaling bureaus in western Oregon and Washington and northern 
California, regions 6 and 10 of the United States Forest Service, and the Port- 
land area of the Bureau of Indian Affairs. The Bureau of Indian Affairs is 
one of the charter members of this organization, which was formed in the in- 
terest of establishing and maintaining standard log grading and scaling rules 
throughout the region represented, i. e., northern California to Alaska, west of 
the Cascade Range. 

The Sacramento area office of the Bureau of Indian Affairs is also represented — 
at the Committee’s biannual meetings and recently the State of Washington has 
applied for membership thereon. 


(e) Small reservations and public domain 


Activities on the outlying small reservations and scattered lands are dedinsatiy 
handled by the GS-9 forester out of the Hoquiam office, assisted when necessary 
by one of the forestry aids stationed there. Rarely is it necessary to call on 
members of the staff regularly —“ to the Quinault Reservation for assist- 
ance. : 


(f) Miscellaneous surveys in cooperation with the realty branch of the Bverett. 
office 

The Hoquiam forestry staff is frequently called on for surveys and appraisals 
in connection with probates of estates of deceased Indians and. requests for fee 
patents and supervised land sales. As time permits, forestry personnel is de- 
tailed to make these appraisals. In actual practice, the GS-9 forester from the 
Hoquiam office handles most of these assignments, with assistance as needed 
from whoever can be spared from other jobs. 


(g) Miscellaneous studies 


Still in the planning stage are reproduction studies to gather data for future 
management planning. If these are to be undertaken, additional personnel will 
have to be provided or they will have to be delayed until the sale program in the 
Queets area is much further developed. : 

Disease and insect damage on the Quinault has never been significant. All 
members of the staff watch for indications of any outbreaks, and studies may be 
required at some future date. Predator damage does exist in some degree. In 
some areas, there has been considerable girdling of small trees by bear. Some 
flooding by beavers has been noted. Observations of such damage-are main- 
tained, but to date they have not developed into serious problems. 


2. FIRE PROTECTION 


One experienced forestry employee has been designated as fire chief and has 
overall charge of the fire-protection program. During the winter season, he 
perfects plans for the coming fire season and assists where needed on other 
activities. 

During the fire season, fire-control aids are employed as needed. These, to- 
gether with all forestry personnel, make up the agencies’ protection force, to- 
gether with cooperators which include all logging operators on the reservation. 


3. ADMINISTRATION 


The administrative or housekeeping functions are performed by the Hoquiam 
office staff. These functions involve an enormous amount of. paperwork result- 
ing from the necessity of keeping separate accounts for every allotment included 
in the timber sales on the Quinaielt Reservation. 

This staff consists of the forest manager, 1 GS-9 forester, 2 forestry aides, and 
2 clerk-stenographers. The 2 forestry aids are both subject to field assignments 
when needed and probably spend 15 to 25 percent of their time on such assign- 
ments. The GS-9 forester spends most of his time in the field. One of the prin- 
cipal jobs to be done is the checking and tabulation of Bureau scale reports and 
preparing reports of timber cut. Separate scale reports must be prepared every 
month for each allotment from which any timber has been scaled. With road 
logs included, this may well involve as many as 40 separate scale reports from 
the Crane Creek unit alone. From all sources, the number may be 75 or more. 

The value of the timber scaled from each allotment must be calculated and 
the money transferred from the funds deposited by the purchaser to the indi- 
vidual allotment accounts. Since many of the allotments are in heirship status, 
this involves a large volume of work to make certain that every interested party 
receives the exact amount due him. 
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Information from the scale reports must be permanently recorded in the timber 
record for each allotment. The record of stumpage collections and payments 
must also be recorded. , 

As money on deposit is depleted, additional deposits have to be collected from 

urchasers. 
r Typing of forest officers’ reports, answering letters, appraisal reports, prepar- 
ing of contracts, terminating contracts, etc., provide as much as one typist can be 
expected to handle. 

Equipment maintenance is assigned to one of the forestry aids. This in itself 
requires a considerable amount of time. This employee is an imprest fund 
eashier. In conjunction with the Everett oftice staff he handles the payment of 
small purchases and equipment repair bills. 

Since there is no other agency representation in the vicinity, the forestry stafi 
at Hoquiam is called on for much liaison work between the Indians in the 
Hoquiam area and the superintendent. Much time is consumed in answering 
correspondence from Indians and others or in forwarding the same to Everett 
for reply with explanatory memorandums. Many hours are spent conferring 
with Indians and others in connection with applications for patents in fee and/or 
supervised land sales. Many memorandums must be written in interchange of 
information with the realty branch in Everett concerning allotment ownership 
and in trying to learn the whereabouts of allottees and heirs. 

The following list of authorized forestry positions shows the duty station and 
the principal assignment of each position. These are not completely in agreement 
with existing position descriptions because of recent changes in job assignments 
resulting from the change to Bureau scaling and the recent termination of two 
timber contracts. Position descriptions are presently being reviewed and revised ° 
to fit these changes in assignments. 


SS aioe 


. Position Title Grade Duty station Principal assignment 


R1. 87 Forester (administrative) - 8 | | Forest manager. 
. 88 d 


}. .| Assists forest manager. 

91 ‘ébibde binabaach Me Forester in charge of Makah 
Reservation. 

. 93 S-9_ .| Hoquiam Officer in charge, Taholah sale. 

. 89 SU pees ters YF -| Quinalut Lake.... a in charge, Crane Creek 
sale. 

. 90 Forestry aid (timber man- : | Hoquiam Small sales. 

agement). | 

. 94 d S8-7......| Everett Management, small reservations. 
. 186 i ciareealilegs aatieiad cade idee S-7......| Quinault Lake._._| Fire protection. 

. 187 EN AR FD | Taholah...._......| Salvage sales. 

.188 | Forester (administrative).| GS-7___-- Cheek scaler. 

-173 |, Forestry aid (general) - - 8 evere | Administer small reservations. 

. 102 | Forester (administrative)-| GS-7......| Quinault Lake....| Forest surveys. 

- 180 insist <tinenercaer=4 Pl optnnti-anestibeme saci Do. 

¢3eE: lagu deer 5. Lonebes) Gi Tans Hoquiam... .---.-- | Do. 
-99 | Forestry aid (genera!) BO. ssh. ORs --| Clerical. 
-100 | Forester ..| GS-5 , 
-101 adie hieenn bdidaeg Quinault Lake..__| Forest surveys. 
- 199 |.....do_... owes 78-6......} VOGMME...-b. oc] 
. 166 | Forestry aid (scaling) iS-5 | Hoquiam._.......| Clerical. 

(AOD: besa UO arta ~ cords oemenigeen«| GE-5.....4| Nes bar | Scaling. 

-170 |...-.do._.-..-.-...-...-..--| G@S-5____._| Quinault Lake_...| Pickup scaling. 
. 198 | Student trainee (forestry).| GS Vacant ada ot} 
6106 1. 2aiegesi. Saki -6. i... Mususesniiccicux 

. 183 | Clerk-stenographer -- GS-3......| Hoquiam | Clerical and stenographic. 
- 194 |. L ,  ietaees awenh Ais asaal Se acnaias Do. 

. 103 | Fiscal accounting clerk___.| GS-5___...| Hoquiam ___......| Timber clerk. 














(Mr. Kephart’s statement continues :) 

The following specific questions raised at your hearings may be answered 
briefly as follows : 

Fire protection, which includes prevention, presuppression and suppression 
activities, is a responsibility of Indian Bureau personnel. It is an activity that 
takes precedence over all others when the need arises. In addition to the fire- 
protection work actually performed by these employees, it is necessary to co- 
ordinate the work of timber purchasers, who have definite fire-protection obliga- 
tions under the terms of their contracts. The Crane Creek and Taholah con- 
tracts provide that the purchaser will furnish and maintain in good and service- 
able condition such fire-fighting tools and equipment, and provide such fire pro- 
tection personnel as may be required by the Commissioner of Indian Affairs or 
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his duly authorized. representative to meet the fire protection requirements of 
the contract and the existing fire danger hazards or risks. 

Timber contracts provide that fires on a sale area or adjacent lands will be 
prevented or suppressed by the purchaser whenever possible. When called upon 
by an authorized forest officer the purchaser and his personnel will work under 
the forest officer’s direction to suppress fires. 

In the 1930’s some recently burned land on the Quinaielt Reservation was 
planted to several species of trees, essentially as an experiment in restocking 
burned-over lands. There have been no funds available to conduct a general 
planting program on the reservation. Funds appropriated for public purposes, 
such as the Civilian Conservation Corps funds, could not be used to replant trust 
allotted lands, which are essentially private property. 

; The method of logging by staggered settings anticipates natural regeneration 

of the stand, by seeding from the adjoining uncut areas, and there is evidence 
that this procedure will be successful if adequate fire protection is provided. To 
date, there has been no epidemic of insect or disease of proportions sufficiently 
serious to justify requests for special appropriation to combat them. 

As to logging plans, the Crane Creek contract provides: 

“Tt is mutually agreed that the purchaser shall have all reasonable latitude 
in his logging operations consistent with the requirements of selective logging 
and the other requirements of this agreement, In order to assist in meeting these 
requirements, and in addition to section 9 of the general timber-sale regulations, 
the purchaser agrees to submit a plan of his logging operations for each contract 
logging year beginning April 1, said plan to be of a form satisfactory to the area 
director. The purchaser further agrees that he will undertake no logging opera- 
tions in any contract logging year until the area director shall have approved, 
in writing, the plan of operations for such logging year: Provided, That there 
shall be no departure from the approved plan of operations without the consent, 
in writing, of the area director.” 

Section 9 of the general timber-sale regulations, to which reference is made, 
provides : 

“The areas to be logged in any season may be designated by the officer in charge 
-when in his judgment this is necessary to prevent deterioration from fire, worms, 
or other cause or to insure the logging of the sale unit in such manner as to fully 
protect the interests of the United States and the Indians. When logging is begun 
on an allotment or natural logging unit, it will not be discontinued and started 
elsewhere without the written consent of the officer in charge.” 

The Taholah unit contract contains no provision requiring the presentation of 
an annual logging plan, but section 9 of the general timber-sale regulations does 
apply. 

On the Crane Creek unit, therefore, the purchaser has each year submitted 
a map, generally on the scale of 2 inches to the mile, showing the areas previously 
logged and the areas proposed for logging during the coming year. Public high- 
ways, logging roads surfaced or being built, and proposed logging roads are 
shown on this map. The proposed logging areas are inspected on the ground 
by Indian Bureau foresters, and are then approved by the area director, as 
submitted or subject to specified modifications. The record reveals several in- 
stances in which the originally approved plan has been modified in writing. 

Although the Taholah unit contract does not require the submission of an 
annual cutting plan, there is correspondence in the files which reveals that ap- 
propriate control over areas being logged is exercised by the Bureau. 

Testimony presented by auditors from the General Accounting Office was 
critical of the ‘control over the logs as they move from the woods to destination 
point.” 

The scaling and grading of the logs cut under the Crane Creek contract was 
assigned to the Grays Harbor Log Scaling and Grading Bureau in February 
1955 and under the Taholah contract in July 1956. Since these times there has 
been a continuous evaluation of the procedure. It was obvious, since scaling - 
was accomplished at different places and under other conditions than when the 
Indian Bureau scaled the timber, that a different system of control over the 
movement of logs was necessary. The most serious problem was assurance that: 
all logs delivered from the woods were scaled and assigned to the proper 
owner. 

As a check on this particular phase of the operation, a piece count by brands 
and species was maintained of logs leaving the sale areas. Following comple- 
tion of logging on a number of allotments, a complete check was made against 
the logs scaled. While the overall results were quite gratifying, there was 
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enough discrepancy as between individual brands in the case of a few allotments 
to indicate the need for a tighter system of checking on the movement of logs. 
The results of this study were made available to representatives of the General 
Accounting Office when they visited the Hoquiam office. 

The movement of logs is now under better control through increased checks, 
check sealers checking for brands as well as volume, use of new and more efficient 
hammers, Closer Checking between the Bureau and the operaters on log volumes, 
and better branding of logs in the woods. 


THE GENERAL ACCOUNTING OFFICE AUDIT REPORT 


There was submitted to your committee a copy of audit report covering ad- 
ministration of forest-management activities by Bureau of Indian Affairs in the 
Portiand area, dated November 1956. In testifying before your committee a 
representative of the General Accounting Office noted that formal comments of 
the Department of the Interior on a draft of the audit report were submitted 
tothe Comptroller General on April 5, 1957. The comments were not received 
until efter the audit report was multilithed, and the Department’s views were not 
included as a part of the report (se pp. 176 and 198). 

The following comments are directed to those portions of the testimony by 
General Accounting Office representatives, at your hearings on April 15, 1957, 
that do not find a response in other portions of this statement. 

Reference was.made to statements by Mr. Forrest, of Rayonier, Inc., regarding 
the audit report. It was stated that the- major premise in Mr. Forrest’s ¢om- 
ments has to do with the fact that the contract stumpage rates are not to be 
computed or changed by the application of direct appraisal methods, including 
the conversion-return method of appraisal. The testimony then continues to 
the effect that the field audit findings were reviewed with officials at the Bureau 
of Indian Affairs in Portland and Washington, and with the officials of the 
Department in Washington; and that with a few exceptions agreement was ex- 
pressed with recommendations made in the report. It was accordingly suggested 
that if Rayonier has any information as to specific statements and facts the 
teneral Accounting Office should be given opportunity to review the specific 
charges. 

It is not clear to us whether, in the foregoing testimony, it was intended to 
imply that the Bureau of Indian Affairs and the Department of the Interior 
concur in any belief that stumpage rates in the Crane Creek and Taholah unit 
contracts are to be adjusted solely upon the basis of direct appraisal methods, 
including the conversion-return method of appraisal. This is not our position, 

‘for we believe we are not required under the terms of these contracts to rely 
solely upon direct appraisal methods in adjusting stumpage ratios of these 
contracts. . 

INTERPRETATION OF CONTRACT TERMS 


Throughout the testimony before your committee there have been attempts by 
various witnesses to interpret exactly the meaning of the revaluation provisions 
of these contracts. There has been considerable disagreement in the interpreta- 
tions, which is not surprising in view of the opposing views expressed as to the 
value of stumpage under these contracts. It is to be expected that the purchasers 
may attempt to establish an interpretation most favorable to them, whereas 
those claiming to champion the Indians’ interest are supporting their most fay- 
orable interpretation. 

It is therefore pertinent to note that the Warm Springs Lumber Co. has brought 
suit in the United States district court contending that there is no authority in 
the language of the Schoolie logging unit contract to justify certain increases in 
stumpage ratios that have been made effective by the Secretary of the Interior. 
The pertinent language of the Schoolie unit contract is essentially the same as 
that of the Crane Creek and Taholah contracts. The stumpage adjustment lan- 
guage may, therefore, have the benefit of interpretation by the courts. 


STUMPAGE APPRAISAL PROCEDURES 


The point was stressed by Mr. Wolf at the hearings of April 15, that in the 
30 years the Indian Bureau has been selling timber it has not had a timber ap- 
praisal handbook available. He stressed further that the Bureau of Land Man- 
agement and the Forest Service do have such handbooks. 
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There is an erroneous implication in those statements that requires correction. 

I am informed that the Bureau of Land Management has had an appraisal 
handbook for about 10 years, that was preceded by less formal documents. 

I have here a copy of Instructions for Appraising Stumpage of National Forests, 
issued November 12, 1914. I also have a copy of the same document, revised 
April 10, 1922. Iam informed that both documents are out of print. 

I believe the stumpage-appraisal manual to which Mr. Wolf referred is a 
review draft, entitled “Stumpage Appraisal” that is prepared for insertion as 
chapter 5 in title 7 of the Forest Service Manual. I am informed that the draft 
has not yet been approved. 

The 1922 manual appears to be valuable as a text on the general theory of 
stumpage appraisals, but is no longer useful as a guide to the exact steps to be 
taken by a Forest Service employee in making an appraisal. The Forest Service 
apparently relied on memorandums issued from time to time to fill in the gap 
between the partially obsolete manual of 1922 and the issuance of the present 
review draft. 

The Bureau of Indian Affairs does not have a formally approved appraisal 
manual or handbook. It does have memorandums which have established guides 
for stumpage appraisal, with reliance being placed upon recognized texts as a 
source of information on overall theory. 

In January 1944 the regional foresters of the Bureau of Indian Affairs com- 
piled instructions for appraisals, particularly for ponderosa pine area, which, with 
some modification, have constituted the appraisal guide since that time. These 
same instructions were reaffirmed with slight modifications in 1953. A guide for 
the appraisal of individual allotments was Ba (ait early in 1955.- Copies of 
these are submitted for the record. 

JANUARY 26, 1944. 


Exursit 15 


Memorandum for Mr. L. D. Arnold, Director of Forestry. 
From: Messrs. Carter, Phillips, Heritage, Patrie, Delaney, and Kephart. 


CONCLUSIONS WITH RESPECT TO STUMPAGE APPRAISALS, REAPPRAISALS, AND TIMBER 
CONTRACTS 


I. Timber appraisals for new sales 

The group agrees in principle with the method of appraisal outlined for new 
Sales in the Phillips-Carter-Patrie proposals but recognize that the procedure is 
not precisely applicable to the Lakes States region, by reason of the wide di- 
vergence in conditions, and the frequent absence of applicable data on which to 
base detailed estimates of cost. It is pointed out by Messrs. Heritage and De- 
laney that conditions in their district are so varied and provide so narrow and 
inadequate a base for the determination of costs of production and operating 
margins, that it is usually more practicable to-determine the stumpage rate on 
the basis of going sales in the locality. 

The group recommends that the method of appraisal with the appropriate 
checks and balances, as set forth in greatest detail in the Patrie summary, be 
adopted for Indian Service use in the appraisal of stumpage for new sales in the 
western regions, bearing in mind that there may be local variations in detail but 
not in principle or method from the Patrie outline. These variations will nec- 
essarily be required by differences in conditions, products, and processes in the 
Several regions. The group recognizes also that some minor variations in form 
may be required to conform with the stipulations of maximum price regulation 
No. 460. The method of appraisal recommended for new sales does agree in 
principle and general form with the methods in effect on western Indian reser- 
vations in 1941 and previous years, and will, therefore, meet the requirements 
of the OPA regulation. 

The Patrie outline of appraisal for new sales is presented in the appendix of 


this memorandum as exhibit A. 
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II. Revaluations of stumpage under ewisting timber-sale contracts with readjust- 
ment clauses ; 

‘ There are in existence today approximately 37 timber-sale contracts which 

provide for stumpage price readjustments. These are distributed to the several 

regions as follows: 


/ 
| A Apprenimate 

| | Approximate ue of re- 

District | Number of volume / maining cut 

| contracts remaining at current 

to cut 


Million 
board- nn. 
Lake States... ._- 
Southwest_.-_---. 
Great Plains__-__- 
Northwest __.. 














All of the above contracts contain stumpage price readjustment clauses, sub- © 
stantially as follows: 

“The Secretary of the Interior is authorized and directed to revise stumpage 
prices at any time upon 30 days’ notice to the purchaser as the trend of economic 
conditions in the lumber. industry shall warrant: Provided, That any rates so 
established shall not be less than those specifically set forth above.” 

There are minor differences in individual contracts, including those in which 
the reference is merely to “economic conditions” rather than to “economic condi- 
tions in the lumber industry.” The modified contracts at the Klamath Reserva- 
tion, made in accordance with the act of March 4, 1933, are among those con- 
taining this broader reference to economic conditions. Some contracts specify 
the dates when changes in stumpage rates can be made effective, and some 
specifically require that stumpage readjustments are to be made at 3-year 
intervals. 

As this group understands it, the term “economic conditions” refers to both 
the market price of the products derived from the stumpage, and to the rates of 
stumpage being received in the particular region being considered. 

It has been the custom in the past to base our recommendations for stumpage 
increases or decreases upon the trend in the market prices of the product 
which, in the majority of cases, has been lumber. Under normal business condi- 
tions this is an entirely equitable procedure when we have a free play of the 
economic forces of supply and demand, but it may be questioned whether this 
procedure can continue to be followed when the free play of these factors is 
interfered with the OPA controls on market prices of lumber and other wood 
products. 

We are very definitely of the opinion that the Indian stumpage, owner is 
entitled to participate in any improvement in lumber prices regardless of whether 
that increase occurred as a result of OPA edict or the interaction of the forces 
of supply and demand. By its own statements the OPA has increased lumber and 
log prices of various species at intervals, to meet the radical upward trend in 
costs which was reducing operating margins and tending to discourage pro- 
duction. Labor and other operating costs have-been taking a greater and greater 
share of the returns from the finished product—a share which hardly appears 
in equity to be justified. The Indian stumpage owner has heretofore collected 
no more than his fair share of these returns, and we believe that he should con- 
tinue to do so, since there can be no justice in the position that the stumpage 
owner should permit either labor or management or both to take greater and . 
greater shares of the returns from the lumber or other timber product. 

It is recognized that an increase in stumpage at a time when logging and lum- 
ber manufacturing costs are also increasing tends to aggravate an unbalanced 
economic condition and to send the cost spiral still further upward. However, it 
will be found upon analysis that stumpage outlays represent a relatively small 
part of the total outlay involved in the production of a thousand board-feet of 
lumber and in the western regions amounts to less than 20 percent and generally 
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is less than 15 percent. In these circumstances it niust be seen that stumpage is 
not a serious factor in the cost spiral and it is unreasonable to suppdse that the 
stumpage owner should relinquish his fair proportionate share of lumber returns 
because labor or management demand a greater part. The Indian stumpage 
owner is willing to cooperate and will sacrifice returns in behalf of the war effort 
equally with other groups. He should not be required to sacrifice any of his 
share of returns merely to permit other parties to the lumber production effort to 
take a larger share than that to which they are rightfully entitled. Such action 
is not contributing to the war effort and is an unnecessary and inequitable 
sacrifice. 

It is, therefore, recommended by the group that the reappraisal procedure 
followed by the Indian Service for years prior to 1941 be continued and that 
stumpage be increased or decreased in direct proportion to the trend of the 
lumber market. This is the ratio method of appraisal which recognizes the fact 
that stumpage value bears a normal fundamental relationship with the market 
value of the products derived from its exploitation. Costs are not a factor in the 
reappraisal of stumpage on existing contracts and need not be considered be- 
cause the original appraisal which was based on development costs and timber 
quality established the basic stumpage value relationship with lumber markets 
for the stumpage on the particular timber unit. 

It is recognized that there are variations in conditions on different reserva- 
tions and that in many cases no basic ratio has been formally established for a 
particular unit of timber. In such instances we will assume that the stumpuge 
rates already in effect on a given unit have been correct measures of value for 
the periods in which they were made, and that any new stumpage rates should 
be increased or diminished in accordance with the trends of the market price of 
lumber or other product being derived from the timber. In other words, if the 
lumber prices of a certain species within an economic region have increased 10 
percent during the period under review, then the stumpage price of that species 
of timber in the economic region should be increased by 10 percent. 

In those instances, such as the Klamath and Quinault Reservations, where 
an established ratio appraisal procedure has been in effect for a number of years, 
the group recommends that the same reappraisal procedure continue as has been 
in effect. On the Klamath Reservation we recommend that the ratios on the 
more recent sales be based on the appraised stumpage price rather than the bid 
price by reason of the fact that all original appraisals on the Klamath Reserva- 
tion, since the year 1933, have been based on the Muck appraisal of November 
1933. The basic relationships between the value of Klamath Reservation stump- 
age and Klamath district lumber prices were established by Mr. Muck in that 
appraisal. 

On the Menominee Reservation a unique situation obtains which demands a 
Slightly different method of reappraisal than is applicable to the northern Rocky 
Mountain, western, and southwestern regions. Stumpage supplies are greatly 
depleted in the northern Wisconsin area, and as a consequence there are very few 
large lumber manufacturing plants remaining in operation, and these are mostly 
depending exclusively upon their own stumpage holdings for timber. A large part 
of the industry consists of small mills which operate spasmodically on such small 
scattered timber tracts as are available, depending upon the character of the 
lumber market. When the market is good and there is a chance for profits to be 
made these small plants, which represent the greatest part of the demand in the 
open stumpage market, begin operations and compete very strongly with each 
other for such stumpage as is available. When the lumber market is poor these 
small mills, having no large fixed investment, bonded indebtedness, or other 
carrying charges, shut down until there is again a chance for profit. As a result 
of this condition we have a disproportionately heavy demand and high stumpage 
prices during the period of good lumber markets, and a very decided and dispro- 
portionate slump in stumpage prices during a poor lumber market. In the 
western regions where the lumber industry is characterized by a large number 
of big sawmills, and only a very small proportion of the total production comes 
from small mills, the situation is quite different. Western timber is purchased 
in larger blocks for operations over several years, the stumpage market is fairly 
stable, and stumpage prices vary in direct proportion with the lumber market. 
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Because of the different character of the stumpage market in the Menominee 
area it is recommended that the reappraisal formula developed by Delaney for 
use on that reservation and already in application be continued. This formula 
gives higher proportionate rates in good markets and lower proportionate rates 
in poor markets which is in accordance with experience in the Menominee area. 
The empirical formula is expressed briefly as Stumpage Value=Lumber Price 


L-3 
10 —— 
380-L 


and is set forth fully in the Delaney report which is shown as exhibit B in the 
appendix. 


III. Timber contract for sales extending for a period of more than 3 years 


The group has not considered short-term sale contracts since the standard In- 
dian Service forms have been very generally satisfactory for timber sales extend- 
ing for periods of 3 years or less. Particular attention has been directed to the 
long-term contract and to the conditions of stumpage price readjustment that 
would be required in that connection. The consensus is that periodic stumpage 
price readjustments are neither necessary nor desirable in contracts extending for 
periods of 3 years or less and involving comparatively small volumes of timber. 
As a general rule, cutting on a small sale is completed within a year after contract 
approval and the added length of time is allowed only to complete slash disposal. 

_It is the recommendation of the group that the form of timber contract prepared 
and explained by Patrie, and submitted in the appendix as exhibit C, be adopted 
subject to the following additions and modifications: 

1. That the period prior to the first readjustment be from 2 to 3 years So as 
to permit the purchaser to get his operations fully underway before a change is 
made in the stumpage rates. Under peacetime conditions it is highly probable that 
the stumpage owner will benefit as much if not more by delaying the first read- 
justment for approximately 3 years after the contract is executed. It is recognized 
that there may be special conditions in which a shorter period before readjustment 
might be desirable. 

2. That paragraph 11 of the contract be deleted and the numbering of subse- 
quent paragraphs be changed accordingly. 

3. That the original paragraph 17 be changed to read as follows: 

“The purchaser further agrees that, if he fails to cut and make available 
for scaling in the customary manner the minimum of timber required by this 
contract to be cut in any contract logging year ending March 31, he shall make 
a special advance deposit to the superintendent on or before the end of such con- 
tract year to cover the deficiency in cutting; this deposit to be calculated at the 
(species) price that is in effect at the time the deficiency is incurred. Such 
advance deposits shall not be applied against timber cut in any subsequent year 
until the purehaser has cut and paid for the minimum of timber required to be 
cut that year under this contract: Provided, That this special advance deposit - 
shall be applied against timber cut in such subsequent year at the stumpage rates 
in effect during the subsequent year: Provided further, That the officer approving 
this contract may relieve the purchaser of making further special advance de- 
posits for deficiencies in cutting when it is evident to said officer that the moneys 
already held on deposit by the superintendent are more than sufficient to cover 
the remaining uncut contracted timber on the timber sale unit: And provided 
further, That the officer approving this contract may relieve the purchaser in 
whole or in part from the minimum cutting and paying requirements because 
of adverse operating or market conditions, fire damage to the purchaser’s manu- 
facturing plant, act of God or Government control, or for other cause deemed 
sufficient by the approving officer.” 


4. That the following new paragraph be inserted between the original para- 
graphs 18 and 19 and the numbering of the subsequent paragraphs changed 
accordingly : 

“The purchaser shall not discriminate against any employee or applicant for 
employment because of. race, creed, color, or national origin, and shall require 
an identical provision to be included in all subcontracts hereunder.” 
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“Attention is directed to the fact that this provision appears to be in direct 
conflict with paragraph 47 of the general timber-sale regulations, which requires 
that preference be given to Indian labor.” 

Respectfully submitted. . 
Tuomas L. CARTER, 

Regional Forester. 
Firoyp H. PHILLIPS, 
Regional Forester. 
WILILAM HERITAGE, 
Regional Forester. 
CARTHON R. PATRIE, 
Forester. 
GEORGE KEPHART, 
Forester. 


Exureit A. RECOMMENDED MeTHOD OF APPRAISING INDIAN-OWNED STUMPAGE FOR 
New SALgEes 


(Carthon R. Patrie) 


The determination of the value of economic goods is dependent in a large 
measure upon how these goods came into being. Consumers’ goods, such as 
furniture, clothing, etc., are produced at a cost and their value is determined 
by the interacting forces of supply and demand. With this class of goods the 
cost of producing them is the principal influence upon the supplies that will be 
produced for a given market and therefore is the primary. determinant of their 
value. Other classes of goods, such as land and mineral deposits, are free gifts 
of nature which came inte existence without the conscious expenditure of cost or 
effort. With such goods the cost of producing them is not a factor influencing 
their supply and consequently is not a direct influence upon their value. Stand- 
ing timber may fall into either category, depending upon whether it has planted 
and grown to maturity at a cost as produced goods, or whether it is virgin 
timber and a free gift of nature. 

The yalue of virgin timber, as in the case of land or mineral lodes, is derived 
from the value of its product and is measured by the difference between the 
market price of its product and the cost of producing it. Irrespective of the 
investment and such carrying costs as taxes, fire protection, and so on, the 
value of virgin timber will vary with the market price of its product and the 
costs of manufacturing it. The timber that is straight boled and tall, producing 
a relatively large volume of upper grade lumber, returns a higher lumber price 
and has a greater stumpage value than lower quality inferior timber. Similarly, 
the virgin timber tracts that are readily accessible to the market and which can 
be easily logged have a greater stumpage value than the distantly located and 
difficult tracts. All other conditions being equal, stumpage values vary inversely 
with costs and directly with trend in the market prices of its products, and 
will rise or fall in accordance with interaction of these two variables. 

In general, it can be said that the value of virgin timber varies with its feasi- 
bility as a business opportunity and it will have no value to the prospective 
entrepreneur unless it will return a profit commensurate with the probable risk. 
If the timber will produce lumber commanding a market price in excess of the 
cost of manufacture plus a reasonable margin for profit and risk it has a positive 
market value and can be classed as supermarginal. When the timber will not 
produce lumber of a higher market value than the cost of lumber manufacture 
it is submarginal and has a negative market value insofar as the prospects of sale 
are concerned. To the owner of the latter the stand may have a substantial 
value represented by his original investment plus taxes and other carrying 
charges compounded to the present, but this represents his investment and is 
not to be confused with the actual market value of the stumpage. 

It is true that other factors besides costs of manufacture and the market price 
of the product may enter into stumpage value, and that these at times have a 
material influence. Probably the chief of these are the factors of buyer competi- 
tion in the economic area where the timber is located, and the overall volume of 
the stand offered for sale. In areas where the wood-manufacturing industry is 
highly developed and is characterized by a large number of mills under varied 
ownerships, competition for the purchase of stumpage may become extremely 
keen as the available stands become depleted from continued cutting. Mills 
having a large unamortized fixed investment in plant may, in such situations, 
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choose to sacrifice a portion of their undepreciated capital in order to continue 
in operation for a few more years, and may bid in excess of the actual conversion 
value of the timber. Several instances of this kind have occurred in overdevel- 
oped regions, such as the Klamath area of southern Oregon, and have resulted in 
stumpage prices being received which were in excess of the conversion possi- 
bilities of the timber. 

‘The second factor, overall volume of timber offered for sale, is less conspicu- 
ous in its effects upon stumpage values and probably is a more important con- 
sideration in the formulation of general sale policies than it is in the making of 
appraisals. Large sales representing a supply of timber sufficient for 15 to 20 
years of continuous operation are much more desirable to the average prospective 
buyer than small sales, for they assure him of a stable operation and a sufficient 
volume to amortize a fairly substantial portion of his necessarily large investment. 
He is enabled to establish a mill if he has not already done so, to carry out a 
long range development program at lower cost than a piece-by-piece improvement, 
and to expend amounts on cost-saving machines which would not be justified if 
only a small volume of timber was available. These savings in costs result in 
higher stumpage returns to the timber owner and enable the stumpage owner 
as well to dispose of relatively undesirable compartments of timber within the 
large block that probably could not be sold at all if offered separately. Not in- 
frequently the prospective timber purchaser has offered a very satisfactory premi- 
um above actual conversion value for large blocks of timber because its very 
Size eliminated a large element of risk in the venture. He has, in addition, been 
willing to gamble a little on the large sale and pay higher prices than present 
lumber markets and costs justified on the assumption that future markets or tech- 
nological improvements in manufacture would ultimately repay him for the 
higher stumpage prices currently offered. 

The competitive situation, the size of the proposed offering, and other influences, 
such as peculiarly strategic location, may all have some effect on the market value 
of standing timber and must be carefully weighed if a competent appraisal of 
values is to be secured. In the final analysis, however, the value of virgin timber 
depends in greatest measure upon the value of its products and the cost of pro- 
ducing them, and no appraisal can be complete or worthy of the name which 
does not include a detailed study of these two factors. Every step in the process 
of converting the timber from raw material to finished article is a variable ele- 
ment of cost, depending upon.the character and location of the stand and the 
ground upon which it stands and must be considered since it has an influence 
upon the conversion value of-the timber: These steps include the initial develop- 
. ment work, felling, bucking, skidding, loading, and transporting logs to the mill, 

and the subsequent steps of sawing, trimming, edging, grading, sorting, drying, 
planing, and loading the finished product. Naturally the cost will vary accord- 
ing to the type of product manufactured, but appraisals will ordinarily be based 
upon the process of manufacture, whether for lumber or otherwise, to which 
the timber is best suited. 

A similarly detailed analysis must be made of the trees which make up the 
stand, to determine their quality and thus ascertain the market value of the prod- 
uct to which the timber will be converted. Site class, exposure, altitude, stand 
density, activity of inserts and decay, and average age of the stand, all have an 
influence upon composition by species, average height, average diameter, and 
length of clear bole, and will determine in some degree the quality of the stand 
and the market value of its product. If the product is lumber, a determination 
must be made of the various grades which the timber will produce since there is 
a very considerable spread in the market price of various grades. Asa pertinent 
illustration, there is a spread at current markets of approximately $100 per 
thousand feet between the top and lowest grades of ponderosa pine lumber. 

Having determined the probable cost of converting the timber to its most 
suitable product, and the market return thereof (on the basis of log scale or 
whatever measure by which the timber will be sold), the conversion value of the 
stumpage plus margin for profit and risk is ascertained by subtracting the cost 
of the product from its selling price. The stumpage will have a position con- 
version value if the margin of price over costs ts sufficient to return a stumpage 

‘value in addition to a satisfactory operating allowance for profit and risk. The 
latter allowance must usually be arbitrarily determined and may be approached 
by either the investment or overturn method. Since risk is a considerable factor 
in the lumber business and profits are customarily rather low, the usual allow- 

ance in well-developed industrial areas is 15 percent on the average annual 
investment. This rate is usually used also in the overturn method but may be 
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substantially higher if the operation is attended by a high risk of loss or failure, 
or if the turnover of working capital is slow. The remaining margin after deduct- 
ing the allowance for profit and risk is the conversion value of the stumpage at 
the time of the appraisal. This is the base value of the stumpage and it must 
be determined first before any adjustments can be made for the competitive situ- 
ation or other factors which may have an influence on the market desirability of 
the timber. 

The above appraisal principles have been followed by the Indian Service in. 
the Northwest area for many years in making new sales of timber and have been 
eminently satisfactory as is fully attested to by the fact that the stumpage rates 
received for Indian timber during the past 20 years have consistently and substan- 
tially exceeded the rates received for comparable timber sold from adjoining 
State, county, national forest, and private lands. That the procedure is fair and 
not confiscatory, insofar as the purchaser-operators are concerned, is likewise: 
adequately demonstrated by the comparatively few business failures or contract 
cancellations, and the general willingness on the part of the lumber industry to 
purchase Indian timber at the appraised rates whenever it is placed on the 
market, Such few failures or contract cancellations as have occurred have been. 
due to general business-depressions or other circumstance beyond the control of 
the Indian Service. This appraisal method is accordingly recommended for con- 
tinued use in connection with all new sales of Indian timber. 

To assist in analyzing the method and following the various steps in the ap- 
praisal of timber to be offered for sale a detailed outline carrying out the formula : 


Market price of the product minus cost of the product plus margin for profit and 
risk equals conversion value of stumpage 


is presented below. The outline will be followed by an explanation of certain 
phases of the procedure and by a discussion of the method originally developed by 
Mr. Lee Muck, for evaluating the competitive situation. The outline follows: 


Appraisal of stumpage values 


Bee Br PRLS Oe Logging Unit -._.._.._--___. Reservation 
eee eee eee eed een oe um pemes sapere ot 


I. OPERATING COSTS 


1. Logging costs per thousand—Log scale: 

a ee ae eines oh ee es $ 
pa ONUIIIE aati cei ea ed ta 
pi ee INR. Se le ca) Wheedetos 
& Leading or decking... 5. ......~-.--~-~-------.--. ~~-----.-- 
ey are WENO OF MAE nico bo os et oe le ee 1 lee 
ae ney re es! Sebddede 
Ji ee es Ce is nid oe 5 a a ee | se 
.8 Maintenance, supplies, and repairs._...............-.--... ~-.--..--- 
.9 Depreciation, logging equipment_____.-.......-..------.. ---------- 
.10 Supervision, logging operations_.............-.......-. ---------- 
pie rene: GG) IRIN S Sos ee a) Le 

(I IE Gc aue Senko ea Ui ied tee 
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2. Manufacturing costs per thousand—amill scale: 
-1-Pond expense 
.2 Sawmill expense 
3 Yarding 


-7 Planer to car 
.8 Depreciation 
.9 Supervision 


Total manufacturing costs 


3. Sales and general expense per thousand—amill scale: 
i} Behiing- expepee te Sa ee A eee 
2 Taxes and insurance (exclusive of Federal and State 
MODINE CR MOW) Fen ois oe ig nik ci wie nee pales Oe cand 
8 Gépetal expetee....... anna nee ae 


Total sales and general expense per thousand—mill 


4. Conversion—Manufacturing, sales, general expense to log scale: 
1 Overrun—Mill scale over log scale (X percent) 
.2 Conversion factor (100+ X percent) 
.3 Manufacturing costs log scale ($AX100+-X percent) 
4 Sales and general expense log scale (BX100+X per- 


5. Summary of costs—log-scale basis : 
ek Lopeing costa... i ates Ao lc hit solar ere 
.2 Manufacturing costs 
8S Sales and general expense... oh ee ee ete oe 


Total appraised cost of operation 


II. MARKET VALUE OF THE PRODUCT ~ 


1, Composition and quality of the timber : 
-1 General analysis of stand character. 
.2 Determination of species distribution by volume. 
.» Determination of grade distribution by species: 
Ponderosa pine: 3 


Grade Grade percent 


B (Select and better) 

C (Select) 

No. 

No. 

No. 

No 

No. 

No. 3 Common 

GON. Uo ae ee a ey are a ea 
Misgsellaneouss 661 655 Bas ii ue ae et a a es 


100 
Other species : 
(Similar distribution by appropriate broad commercial grades for each spe- 
cies as above. ) ; 








; 
i 
i 
{ 
! 
! 
i 
! 
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2. Current market prices by grades—mill scale: 

-1 Assembly of appropriate regional or local sales data by species and 
grade to determine current market status. 

.2 Consolidation and recompilation of sales records to coincide with 
broad grade classification used in grade estimates. 

.6 Determination of mill-run current market value of timber product 
by application of current grade prices to grade distribution of timber 
as determined by appraisal. Process is indicated below : 


Ponderosa pine 


| 





| 
Grade Grade, Current Price 
percent grade price extension 
el 2 | $75.00 | $1. 50 
ice Sn ee ek aes eg 3 | 55. 00 1,65 
IN icine Sb wdatns hs cid nnn clon cd owlawbeknigniedenubecusess 6 | 45.00 2. 70 
RAS 5 Ae 0 33 as i I a Se a 12 40.00 | 4. 80 
a 8 30. 00 2. 40 
en ag aa i tein 8 50.00 | 4.00 
No. 2 common Lui a 10 | 40. 00 4. 00 
I i et on 11 | 35. 00 3. 85 
Te en ee ee 30 | 29.00 | 8. 70 
Miscellaneous. - 10 25.00 | 2. 50 





Gross value of product—mill seale........-.2.--42.-.--.-------|.--------- wifi | 


Less allowance for discounts and-commissions (6-10 percent) = ——. 
Net mill-run value of product—mill scale = ——. 
3. Conversion of market value of product to log scale basis: 
Overrun—mill scale over log scale=X percent. 
Conversion factor=100—X percent. 
Value of product log scale basis=value of product mill scale multiplied 
by conversion factor. 


II. CONVERSION VALUE OF STUMPAGE—LOG SCALE BASIS 


1. Market value of product—log scale=$_~-.. 

2. Costs of production-log scale=$__~_-. 

3. Allowance for profit and risk=$-_~--. 

4, Cost plus allowance for profit and risk=$__~_. ; 

5. Conversion value of stumpage—Per M feet log scale=$____. 


DISCUSSION OF PROCEDURE OUTLINED ABOVE 


In the interests of conservation as well as sound economics, timber appraisals 
made in accordance with the above outline should be predicated upon the prod- 
uct or products to which the timber is best suited and for which an established 
market exists. They should only be made after detailed field studies have 
been conducted, and a suitable plan for the development of the timber worked 
out to form the basis for the determination of costs. The costs must then be 
carefully estimated step by step through every phase of the proposed operation, 
basing each item where possible upon closely comparable operations in the im- 
mediate locality. Cost calculations should be conservative and should be based 
upon average rather than either maximum or minimum efficiency. A fair al- 
lowance should be made for profit and risk but this also should be conservative, 
keeping in mind that profits in the lumber industry have usually been low in 
proportion to capital invested but that the business risk is fairly high, par- 
ticularly in a newly developed region. : 

Profit and risk may either be determined on the basis of average annual in- 
vestment (investment method) or on the basis of the entire production cost per 
thousand board feet, including all direct and indirect operating charges plus 
depreciation (overturn method). It has been customary with the Indian Serv- 
ice in the Northwest region to use the overturn method since it is seldom that 
an established sawmill operation has or will depend exclusively on Indian 
timber, and it is rarely possible to accurately segregate that portion of the in- 
vestment which is likely to be devoted to the Indian timber. On the other 
hand, it is possible to determine with a very practical degree of accuracy the: 
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probable costs of producing a given unit of logs of lumber from a certain tract of 
timber. For all ordinary appraisal purposes the overturn method gives entirely 
satisfactory results and is recommended as being generally more usable, par- 
ticularly in well-developed wood-industrial areas. There may, however, be sit- 
uations where the investment method may be indicated, especially in newly 
opened regions where the mill development is being based largely if not exclu- 
sively on Indian timber. In general, unless the risk is exceptionally high as 
might occur during particularly unstable market or operating conditions, an al- 
lowance of 15 percent for profit and risk by the overturn method will be suf- 
ficient. This should provide reasonable compensation to the prudent operator 
for the capital invested, effort expended, and the risk involved. . 

Market. prices of the product should be determined as f. o. b. mill in the par- 
ticular economic area where the timber is located and should be as accurately 
representative as possible of the particular status of the market at the time 
the timber is sold. If the market is relatively stable at the time of the appraisal, 
the average for the preceding year will generally be acceptable since the annual 
average, representing a large volume of sales, will even up the minor fluctuations 
which occur from month to month in the lumber market. During the current 
period, however, while the lumber and log market is under definite price ceiling 
limitations and products are generally being soid at ceiling rates, it is desirable 
to base markets on the most recent sales reports available, checking these 
against price ceiling orders which may have gone into effect so recently as 
not to have had effect as yet on the sales price averages. 

Where an established market for a specific product and species exists, as in 
the case of ponderosa pine lumber and west coast logs, and operator associations 
compile records periodically of all sales, the reports of sales by these organiza- 
tions provide the best source of market information obtainable and should 
always be utilized. The Western Pine Association compiles weekly sales aver- 
ages covering the lumber sales of all the more prominent commercial species 
in the western pine region, and since it covers approximately 95 percent of total 
production therein, provides the most satisfactory basis possible to obtain for 
determination of lumber market prices and trends for the particular species in- 
volved. It should be noted, however, that the lumber sales listed in these associa- 
tion reports are recorded at the gross price prior to the deduction of discounts 
and other sales allowances, and that correction must be made for this factor in 
accordance with the trade practice in the particular locality. If association 
reports are not available to determine the market prices of the particular product 
it will be necessary to make a special market survey and compile records of 
current sales for the purposes of the appraisal. Obviously, such a market 
survey if necessary should be sufficiently comprehensive insofar as volume and 
number of transactions is concerned, to be accurately representative of the 
particular market. 


THE COMPETITIVE SITUATION AND OTHER FACTORS HAVING A POSSIBLE INFLUENCE 
‘ ON STUMPAGE VALUES 


The conversion value of stumpage, as represented by the selling price of the 
product less its cost, inclusive of the margin for profit and risk, is basic and 
should ordinarily be closely if not exactly representative of its market value. 
There are, however, certain other factors which do affect the market value of 
stumpage in varying degree depending upon location of the timber with respect 
to particular markets, the degree of development of the economic area, or other 
circumstance not related to either cost or price of its product. It is therefore 
essential that the valuation officer make a careful check of all these possible in- 
fluences and attempt to value them in terms of dollars and cents in order that 
the final appraisal will be truly and aceurately representative of the current 
market value of the timber property. 

Undoubtedly the most important of these subsidiary influences is the factor of 
competition between stumpage buyers. This element varies markedly between 
areas and regions and depends usually upon the relative degree of development 
of the wood-using industries. At one extreme a single plant may dominate 
the entire local field and may actually depress market values below the con- 
version value of the stumpage by refusing to pay what the timber is worth. At 
the other extreme is the economic area with an overdeveloped wood industry 
comprised of many mills, and with a greatly depleted and inadequate timber 
supply to amortize the large mill investment. In the-latter situation, the buyer 
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competition for stumpage is apt to be very keen with some operators willing to 
sacrifice a portion of their depreciation or other charges in order to continue 
their business for some time longer. d 

It is true, of course, that this competition will in most cases be reflected in the 
bids if the timber is offered for sale in the open competitive market, and that 
bids will be received in excess of the advertised minimums if sufficient compe- 
tition exists. However, it is most important that the competitive element be 
measured at the time of appraisal if it is at all possible to do so, and especially 
at the present time when stumpage prices are limited to certain fixed maximum 
additions over the appraised price by OPA Maximum Price Regulation No. 460. 
Without question, the stumpage owner is fully entitled to any additional values 
which may result from a developing competitive situation, and the valuation en- 
gineer should include these as a part of the appraisal insofar as they can be 
accurately measured. 

The best method thus far found for measuring the effect of competition upon 
stumpage values within a given economic area was developed by Mr. Lee Muck, 
Assistant to the Secretary in Charge of Land Utilization, in 1933 while he was 
still employed with the Indian Service in the Spokane regional office as assistant 
director of forestry. The procedure is known as the ratio method of stumpage 
appraisal and is based upon the fact that stumpage values within a homogeneous 
. economic territory will bear a constant relationship with the market prices of 
the stumpage products derived therefrom. Working from this basis he com- 
piled the timber receipts from stumpage sales made on the Klamath Reserva- 
tion between 1917 and 1929 and determined the ratio between the average price 
per thousand with the average prices received for lumber in the Klamath lum- 
ber market. He found that the fair liquidation value of Klamath Reservation 
stumpage approximated between 15 percent and 20 percent of the wholesale sell- 
ing price of lumber with a general average of 18 percent for the reservation as a 
whole. Since the competitive situation in the Klamath area was reflected by 
the stumpage prices bid and paid in the open competitive market, these ratios 
were accurate guides to actual market values in that field. It was possible to 
use these ratios, in conjunction with the process outlined in the detailed ap- 
praisal outline presented above, and ascertain the true market value of every 
unsold unit of timber remaining on the reservation. The process has since been 
applied on other reservations and is recommended as the only satisfactory 
method known for accurately measuring the competitive situation. 

The effect of other miscellaneous factors on stumpage values is apt to be 
small and difficult to determine with any degree of accuracy. It is best ap- 
proached by analyzing other sales which may have been made recently within 
the same general locality. Care must naturally be exercised in reviewing such 
other sales to-make proper allowances for differences in timber quality, operat- 
ing conditions, and contractual requirements with respect to slash disposal}. 
snag felling, stand improvement, etc. Occasionally a sufficient number of 
stumpage sales are made within a region to justify their compilation annually 
for use in trend studies. Broad trends in stumpage values may be indicated 
by such compilations and may be useful as a check if timber: and operating 
conditions are fairly homogeneous in the area. As a general rule little allow- 
ance can be made for miscellaneous influences other than the competitive factor 
since there is seldom an accurate means of measuring them and it is always 
advisable to be conservative. No object can be served by an appraisal policy 
which ultimately destroys its prospective future market through unwarranted 
high appraisals. By the same token in fairness to the stumpage owner no factor 
should be overlooked which may have an influence on the value of the stumpage. 

It is believed that the principles and methods described above will result. it 
carefully followed, in wholly satisfactory stumpage appraisals. They are recom- 
mended for continued use in the northwest region. 


Exuisit 16. StuMPAGE APPRAISALS AND REAPPRAISALS ON INDIAN Forest LANDS 
ADMINISTERED BY THE BUREAU OF INDIAN AFFAIRS 


_ By Carthon R. Patrie, area forester, delivered at Resources Conference held at 
Portland area office between the dates of January 20 and 22, 1953. 


The value of economic goods is dependent in a substantial measure upon how 
the goods came into being. Consumers’ goods such as furniture, clothing, etc., 
are produced at a cost and their value is determined by the interacting forces 
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of supply and demand. With this class of goods the cost of producing them is 
the principal influence upon the supplies that will be produced for a’ given 
market and therefore is a primary determinant of their value. Other classes of 
goods such as land and mineral deposits are free gifts of nature which came 
into being without the conscious expenditure of money or effort. With such 
goods the cost of producing them is not a factor affecting their supply and con- 
sequently is not a direct influence upon their value. Standing timber may fall 
into either category depending upon whether it has been planted and grown to 
maturity at a cost as a produced good, or whether it is virgin timber and the 
free gift of nature. 

The value of virgin timber, as in the case of land or mineral lodes, is derived 
primarily from the value of its product and is customarily measured by the 
difference between the market price of its manufactured derivatives and the 
cost of producing them. Thus timber that is straight, clean-boled, and tall has a 
greater stumpage value than a stand of short and rough trees because it will 
produce a much larger proportion of the higher valued upper grades of lumber. 
Contrarywise, virgin timber tracts which are a long way from mills, have very 
rough topography, and are most difficult to log will have a lower stumpage 
value because the higher logging costs will narrow the margin between these 
and market prices. Other conditions being equal, stumpage values will vary 
inversely with the cost of production of the products and directly with the 
market prices of these products. 

Expressed in another way, the value of a tract of timber usually varies with its 
feasibility as a business opportunity and it will have no value to the prospective 
entrepreneur unless it will return a profit commensurate with the attendant 
risks. If the timber will produce lumber commanding an average market price 
in excess of the cost of logging and manufacture, plus a reasonable allowance 
for profit and risk, it has a positive value and can probably be sold without 
difficulty. When the timber will not produce lumber of a higher market value 
than the cost of producing it, it is submarginal and has a negative market value 
as of that particular level of market and cost. To the owner of the submarginal 
timber the stand may have a substantial value represented by origin] investment 
plus accumulated protection charges, taxes, etc., compound to the present, but 
this represents his investment and is not to be confused with the actual market 
value of the stumpage. ; \ 

While market price of the wood product and the cost of producing that prod- 
uct are the two principal factors influencing stumpage values, it must be recog- 
nized by the appraising officer that there are other factors which may also have 
a bearing on actual stumpage selling values. Probably the most important of 
these is the relation of timber supply to demand in the particular economic area 
where the timber is located. In economic centers such as Klamath County, Oreg., 
and Grays Harbor, Wash., where the wood-manufacturing industry is highly 
developed with a large number of plants under varied ownership, competition 
for timber may become extremely keen as timber supplies near acute depletion 
from extended cutting. Mill ownerships in such situations having a large unamor- 
tized investment in plant and no backlog of timber may choose to sacrifice part 
of this unrecovered investment for the privilege of staying in business for a few 
more years. Bids submitted in such instances may largely ignore depreciation 
on fixed plant investment and thus may be in excess of the actual conversion 
value of the timber. 

Speculative influence may also be very important in these highly developed 
areas as has been very well demonstrated in the last few years. Lumber, ply- 
wood, pulp, and many other wood products have enjoyed excellent demand during 
the past decade and the trend in market prices, except for the temporary lapse 
in 1949, has been quite steadily upward up to the past year. Profits have been 
excellent generally because prices were advancing ahead of costs and have en- 
couraged many small operators to go into business, thus greatly broadening timber 
demand in relation to supplies. The expectation of continuing profits together 
with the expanding competition for timber frequently pushed bids for northwest 
timber far beyond all possibility of successful operation. This naturally resulted 
in forfeiture of contracts in some cases and forced business liquidations in others. 
It is to be noted that this speculative influence manifests itself on a climbing 
product market and very quickly disappears when the market slackens. This 
was very well illustrated in 1949 when many Oregon and Washington timber 
offerings were either bid in at the minimum or ignored altogether, whereas in 


1948 and 1950 few offerings were ignored and bids averaged well above acceptable 
minimums. 
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Other factors which can have a not inconsequential bearing on the sales value 
of stumpage include the size of the offering; terms of sale as regards cutting 
rates and conditions of payment; loading or other restrictions on use of publie 
roads needed for transportation; conditions of stumpage price readjustment ; 
method of volume measurement; character of management by the seller, ete. 
These influences are considered here not so much as they affect costs but as to 
their bearing on desirability or feasibility of the offering to the average buyer of 
timber. Conditions of sale introducing a large element of risk or exceptional 
difficulties will not attract buyers unless the possibilities for profit are com- 
mensurate with the difficulties and are reflected in very low stumpage rates. 
Naturally the astute forest manager in planning new sales will try to alleviate 
or avoid such elements as he can which would tend to depreciate the value of the 
offerings from the average buyer’s standpoint. It is not always possible to do 
this. For instance, it is sometimes necessary to include some very undesirable 
timber in a sale unit to prevent its being left isolated and unsaleable later on. 

Since this is, however, supposed to be a discussion of appraisals rather than 
of general management principles, let us assume that the forest manager has 
consulted his management plan for the reservation forest and in accordance 
therewith has determined that a-certain block or unit of timber should be sold. 
Within the limits imposed by the plan and the sales policies and procedures set 
forth respectively in CFR 25 and the new timber. management manual, he has 
agreed upon the terms of sale and has taken pains to ascertain all facts which 
might have a bearing on the desirability of the sale from the standpoint of the 
prospective buyers. He has weighed these with the silvicultural and general 
management necessities and the needs of the Indian owners and has made such 
compromises as he properly can to get the maximum benefits to these Indian 
owners in the long run. He now wishes to know under these predetermined 
plans and conditions of the sale what is the minimum price at which the timber 
to be cut on the sale unit should be advertised for sale. 

The forest manager knows that the timber to be cut has a conversion value 
and that this is supermarginal or the timber would not be offered for sale until 
a more propitious time had arrived. He also knows, or at least suspects and 
hopes that the timber has some competitive value, represented by the difference 
between the naked conversion value and what the willing buyer will pay on the 
open competitive market. Naturally if this competitive value can be definitely 
measured, it should be reflected in the advertised minimum price. Unfortu- 
nately, however, this is a very hazy and ephemeral thing for it depends so much 
on conditions at the time the bids are made, and on the atttiudes and character 
of the bidders themselves. A sharp upward flurry of the lumber market, the 
current state of the business atmosphere, competitive spirit of the bidders, in- 
dividual needs for timber, and many other factors may enter in to upset the most 
careful estimates of probable bids. Even regional and local averages are mean- 
ingless since each auction is highly individual and adheres to no particular pat- 
tern. - Several years ago we attempted to measure this competitive factor in 
terms of average and compiled and compared the advertised and bid prices on 
several hundred sales. We found the widest sort of variation, which, although 
possible to resolve statistically, was actually without significance as applied to 
any individual sale. 

This difficulty in measuring competitive values is by no means new although 
it has assumed much more prominence in recent years because of the extreme 
competition that has developed under a condition of increasing timber scarcity 
and extremely prosperous operating conditions: It does point up, however, some 
of the eriticisms that were made during that period when bids were received 
at considerably higher levels than the advertised minimum acceptable rates. 
Evidently it was not fully appreciated that no one can accurately measure the 
possibilities of a bidder with a drink under his belt and a verning urge to beat 
out all competitors. 

Because of the impossibility of exactly measuring competitive values, the 
Bureau of Indian Affairs has adopted a formal three-step procedure in con- 
nection with its sales so as to positively assure that the Indian owners will re- 
eeive the full measure of value for their timber, namely : 

(1) A very detailed study is made of each sale offering to determine the 
true conversion value of the timber as of the time of sale. This involves 
a determination of the market value of the products to be derived from 
the timber to be cut; a determination of the cost of developing the timber 
to the point of conversion into salable products; and a calculation of the 
difference after making a reasonable allowance for profit and risk. 
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(2) A check is made of this conversion value against all available records 
of recent sales of similar timber in the economic area of which the unit 
sale offering is a part. Adjustment of the conversion value is made if the 
check reveals a measurable and consistent variation between it and going 
sale prices which is not adequately explained by differences in quality and 
development difficulties. 

(3) The sale is offered for competitive bid on the open market (except 
for small sales to Indians under the provisions of 61.17 CFR 25) to give full ° 
play to competition. This may be by sealed bids, or a combination of sealed 
bids and oral auction bidding. 

Preliminary to the determination of the conversion value of any timber offer- 
ing an intensive and very comprehensive survey of the sale area must be made 
to secure the facts on which the estimates of timber value and costs of develop- 
ment will be based. This survey is absolutely essential irrespective of the-rela- 
tive size of the offering, and must be made at a reasonably short interval prior 
to sale to assure that no important features have changed in the interval before 
advertisement. The survey should be sufficiently intensive to provide basis for 
the following: 

(a) Development of a cutting plan for the sale unit and the formulation of 
marking rules if the stand is to be cut by tree selection methods. (Note: 
it is necessary to have these marking rules since it must be known what 
trees will be cut before value of the product can be determined. ) 

(b) Development of a logging plan for the unit or alternate plans if the 
sale area can be tapped from more than one direction, depending upon the 
location of the successful bidder’s mill. This should include: 

1. Determination of logging method or methods to be used by areas. 
2. Determination of transportation system : 
-1 Railroad or truck road or combination. 
.2 Location and mileage of: .01 Main surfaced roads, .02 Sec- 
ondary roads and spurs. 
.3 Bridges and other special structures. 
3. Determination of relative logging difficnities including considera- 
tion of: : 
1. Average degree of slope. 

Regularity of terrain. 

Presence of roek ledges, boulder patches, swamps, etc. 

Soil and ground cover (heavy brush, windfalls). 

Average stand per acre. 

Average diameter at breast height and log diameters. 

Defect and probable breakage. 

Miscellaneous other factors affecting costs. 

dc) Determination of development and logging costs : 

1. Mileage and construction cost of main roads. 
2. Mileage and construction cost of secondary roads and spurs, in- 
cludjng reconstruction of existing roads. 
3. Cost of bridges, culverts, and other special structures including 
camps if required. 
' 4. Probable maintenance costs of roads, etc. 
5. Transportation of logs as influenced by : 
.1 Length of truck haul broken down by: 01 Classes of road, .02 
Length of adverse grade. 
2 Load restrictions on county, State, other public roads. 
.3. Unload and reload to rail cars. 
A. Length of rail haul+~if used. 
5 Booming and teowing—if used. 
6. Felling and bucking costs as influenced by character of timber, 
topography, etc. 
7. Skidding or yarding as influenced by. average skidding distances, 
slope, stand density, average tree, ete. 
8. Depreciation of logging equipment as influenced by ground surface 
and other conditions. 
9. Taxes and miscellaneous logging expense, 
(d) Log and lumber grades (or other quality class) to be developed from 
« the trees to be cut. 
1. This requires a special quality survey since it cannot be conducted 
until definite marking rules have been formulated and it is known 
what classes of trees will be cut. 
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The second important step in the appraisal of stumpage conversion values, and 
equally as important as the field examination of the unit, is the economic survey 
to secure the following information : 

(a) Manufacturing costs of the products to be derived from the timber. 
(b) Sales and general expense. : 
(c) Lumber or other grade prices of the species involved in the sale. 

The manufacturing expense from pond to car, and the sales and general ex- 
pense of producing the product, are obtained from the latest available certified 
operating statements of mills operating in the economic area, and from con- 
sultations with the operators. This information is supplemented, wherever 
available and applicable to the situation, by results of cost surveys and cost 
analyses conducted by the Bureau of Land Management, the United States Forest 
Service, Department of Agriculture, and trade associations such as the Western 
Pine. Association, West Coast Lumbermen’s Association, and Pacific Northwest 
Loggers’ Association. The Portland area office secures such data from time to 
time as issued from the San Francisco, Portland, and Missoula regional offices 
of the Forest Service and. also from the Portland office of the Bureau of Land 
Management. It will furnish this information to the agency offices on special 
request, but does not make general distribution thereof by reason of confidential 
limitations. As a matter of fact, these regional averages, although very useful 
for checking purposes and to fill in gaps in the local surveys are best not used 
if reliable local cost information is obtainable. Local operating cost surveys if 
carefully made are far more apt to reflect the true situation than are regional 
averages based on a much wider range of operating conditions. 

Lumber grade prices by species and log grade prices on the separate recog- 
nized log markets are obtained from the monthly and quarterly reports issued 
by the Portland area office. Western pine lumber grade prices are compiled 
by this office from the weekly lumber sales reports of the Western Pine Associa- 
tion which maintains current records of the sales made by its broad membership. 
West coast log prices on the Puget Sound, Grays Harbor, and Columbia River 
log markets are made available to the Portland area office by the Pacific North- 
west Loggers’ Association of Seattle, Wash. This association compiles records 
of all log sales of its membership by log grade and price and makes this informa- 
tion available to us on a quarter-annual basis. It is redistributed quarterly to 
the west coast Indian agencies which are concerned with this specialized kind 
of data for valuations and revaluations. 

Since it is not fair to the prospective bidders to advertise the timber for sale 
on the basis of the probable costs of the most favorably situated plant if the 
particular competitive area, nor is it fair to the Indian owners to advertise on 
the basis of the costs of the most distant plant, it has been the rule to base the 
appraisals for now sales on a mean length of haul. Similarly we have usually 
based our estimates of cost on the plant of nearest average efficiency rather than 
on operations which are exceptionally well managed and unusually efficient, or 
on operations which are just the reverse. Occasionally we have situations where 
the normal competitive field surrounding the proposed sale is limited to one or 
two mills and these are so located as to not be able to utilize the timber on the 
unit to the best advantage and at reasonable cost. In such cases the apprais- 
ing officer should assume a more favorably located mill will be.established (pro- 
vided the unit is large enough) and should predicate his costs on this new and 
more logical location. As the timber is to be advertised for competitive bid, the 
competition will resolve the competitive values inherent in the offering, provided 
the appraisal is not so unrealistically high as to discourage bidding altogether. 

Once the field and economic surveys have been completed and the data inter- 
preted in terms of operating costs and market value of the wood product a formal 
appraisal report must be prepared by the responsible forest officers. . This is 
customarily prepared and submitted in accordance with the following outline 
and if made in connection with a proposed new timber sale is incorporated in the 
forest officer’s report thereon. The outline is for an appraisal in which the end 
value of the product is lumber since this is the more common type of appraisal 
in use in the Service and is the more complex. It can be readily adapted to the 
simpler types of appraisal where the end product considered is either logs, as 
on the west coast, or poles, ties, shingle bolts, ete. 
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Appraisal of stumpage values 
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3. Sales and general expense per thousand, mill scale 
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Total sales and general expense, mill scale.______..-_-_-_--- 
4. Conversion, manufacturing, sales and general expense to log scale: 
-1 Overrun, mill scale over log scale: (percent) _._-..-----__---- 








2 Conversion factor (percent) ~~. 4c bee ee Lue (100+X) 
i ee 
. 3 Manufacturing costs log scale ($B) (100+X) percent=—_-__- $ D 
.4 Sales and general expense log scale ($C) (100+X) pee 
Te $ BE 
————————— 
5. Summary of costs, log scale basis : 
ON EI i ee ere etn ida > Suda OME a Som — em $ A 
2 SOME ACUIT ne Costs... it adhd) 3a ae Pale ~~ ery 
1 ONO ORG MONSTALCTOONGE on itn em ce ieee nn $ ae ie 
Total appraised cost of operations, log scale__________----_ ge Y pe 
—_— 


II, MARKET VALUE OF THE PRODUCT 


1. Quality of the timber : 
1 General character, particularly from quality standpoint : 
.01 Types represented. 
.02 Composition. 
.03 Relative maturity. 
.04 Average site. 
2 Principal characters of species represented : 
- 1 Average d. b. h. and height of trees to be cut. 
.02 Average length of clear bole of trees to be cut. 
.03 Principal defects in order of prevalence. 
.04 Relative hardness or density (as affecting milling). 
.05 Straightness of grain. 
.06 Other factors relating to quality of product. 
8 Method of determining grade distribution : 
.01 Log grade survey described : 
.001 Degree of sampling—coverage of types, etc. 
.002 Basis (Pacific Northwest Forest and Range Ex- 
perimental Station log grades and tables). 
- Current market prices by grade—amill scale: 
1. Market period covered in appraisal. 
se .2. Market data utilized and source. 
a 3 Reconciliation of market data with the lumber grade distribution of 
y i log grade survey. 
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8. Calculation—mill-run value of lumber product. 


Ponderosa pine 





Lumber grade Grade Current 
(percent) grade price 


C. and Btr. select 

D select. ‘ alta lidat arate e 
Miscellaneous select - 

No. 1 shop. 

No. 2 mep... 7 

No. 3 shop-_- 

4/4 shop. Meiedt 
land 2common.....___- 
3 common 

4 common... 

5 common 

Box and short common. 








Total 








Less allowance for commissions and discounts (45 percent) ........------------ 

Net mill-run value of lumber product—mill seale__..._......--.-------------- ; 

Conversion to log scale—overrun factor (percent) .._- 

Net mill-run value—log scale basis ($F) (100+X) percent =-..._...-..------------------------ 


OTHER SPECIES 


Lumber grade: 
Grade percent : 
Current grade price: 
Price extension: 

Nore.—Calculated in same manner as above for each species for which 
grade breakdowns have been determined. 


IIl. CONVERSION VALUE OF STUMPAGE—LOG SCALE BASIS 


i. Ponderosa pine 
1 Net market value of product—log scale basis 
22. Cost of production—log scale basis 
Allowance for profit and risk (15 percent) 
4 Cost plus allowance for profit and risk 
5 Conversion value of stumpage—log scale basis 


2. Other species 


1 To be determined in same manner for each species providing value 
of product was determined by grade breakdown as above. If grade 
breakdown cannot be determined present new basis for securing mill- 
run lumber price and carry out remaining calculations in same way 
as for ponderosa pine. 


- While the foregoing outlines the stumpage appraisal procedure along the same 
general lines as have been followed in the Portland area and in the Service gen- 
erally for many years the outline does contain some new features which have not 
-heretofore been incorporated in the appraisal report. For instance, in the I, 
operating costs section under the subsection 1 logging costs, we have provided 
that the appraising officer should show the factors which have a direct bear- 
ing on the. particular item of logging expense. The forest officer usually will 
present all of this detail in the descriptive section of his accompanying report 
but not infrequently in such general manner that it is most difficult for the 
examining officers to correlate it with the particular cost feature. It is felt 
that the suggested change will bring the desired correlation and either remove 
or pinpoint certain doubtful points in the estimates of cost. Itemizing of the 
controlling factors in connection with the appraising of certain cost items will 
assure their consideration and will explain why “yarding” cost as shown .in 
one appraisal might disagree radically wks the same item in appraisals of 
adjoining units. 





414 TIMBER SALES—QUINAIELT INDIAN RESERVATION 





This is probably the best place to bring up and emphasize as strongly as we 
can that certain items of logging cost, particularly yarding, road construction, 
log transportation, and to a lesser degree several other items are not uniform 
for all sales within a reservation area. They are variables which depend upon 
the peculiar conditions of a particular unit such as stand, slope, topography, 
ground cover, soil, distance to mill, etc., none of which are identical with any 
other sale area even if adjacent. Thus we must of necessity look with suspicion 
on appraisals from any agency which appear stereotyped and bear too close a 
resemblance in these variable features with previous appraisals. On the other 
hand there is usually good reason for fairly uniform charges within a limited 
period on such items as insurance and taxes, overhead, loading and reloading, 
slash disposal and snag felling (if by contract), since these are not inclined to 
vary greatly between units. A second and quite similar change in the suggested 
outline for appraisal reports has been incorporated in Section Il: Market value 
of the Product, in which we provide in subsection 1, for a description of those 

| characters in the stand which have a bearing on the grade run and value of the 

| product. Provision is also made in the same subsection for description of the 

| method by which the grade run was determined, showing the degree of sampling, 
the log grade classification used, and the basis for conversion from log grades 
to lumber grades. A second subsection in the same section provides for the show- 
ing of the base market period used in the appraisal, the market data utilized, 
and reconciliation of lumber market data (on its detailed grade breakdown) 
with the abbreviated grade breakdown used in the quality survey. The purpose 
of these additions is the same as for the additions.to the logging subsection, that 
{s, to secure closer correlation of information with the appraisal of costs and 
values. 

A third and very noticeable change in the appraisal report outline is the new 
lumber grade breakdown for ponderosa pine as shown in subsection 3 of section 
II under “Calculation—Mill-run Value of Luniber Product—Ponderosa Pine.” 
‘Heretofore we have used a more detailed grade breakdown for this species which 
was derived from the weekly sales reports of the Western Pine Association, Un- 
fortunately this former grade breakdown while quite easily compiled from the 
weekly sales reports was difficult to correlate with the grade breakdown which 
is used in connection with our log grade surveys. The Portland area uses the 
Pacific Northwest Forest and Range Experiment Station log grade classification 
and the lumber grade breakdown developed by it and derived from several mill 
studies at representative western pine mills. It was believed to be easier to 
revise our monthly lumber price compilations to agree with the log grade break- 
down of lumber grades than to attempt to reconcile this with the old compilation. 
Accordingly as of January 1, 1953, our monthly lumber sales reports by grades 
for ponderosa pine will be on this new lumber grade breakdown. The correla- 
tion of this breakdown with the Western Pine Association’s very much greater 
number of grades as listed in its sales reports was recently accomplished by 
Mr. Henry F. Wershing. He will discuss this in greater detail when he presents 
his paper on log grading and lumber grade recoveries. 

Except for the departures just discussed, the appraisal outline we have pre- 
sented here is familiar to most of you in attendance at this meeting and prob- 
ably requires but little further explication. It might be well, however, to touch 
briefly upon several details which have given rise to questions in the: past and 
might give trouble to the beginner. For instance it is sometimes asked whether 
it is essential to break down logging and manufacturing costs into the exact items 
shown in the outline. The breakdown of cost items shown is not mandatory 
and changes and additions are permissible if needed to accurately present the 
cost picture. Nevertheless it is desirable to follow the outline as closely as pos- 
sible to facilitate interpretation at supervisory levels, allow closer comparison 
with other appraisal and permit compilation with appraisals of other sales on an 
agencywide or areawide basis. The cost items listed in the outline are commonly 
used in connection with western pine appraisals, with some slight variations be- 
tween. the different public agencies. They also fit in well with the accounting sys- 
tems of most lumber manufacturers in the pine region. — 

A second fairly common question respecting appraisals is as to the reduction of 
the gross mill-run value of the lumber product to a net mill-run basis by the 
allowance for discounts and commissions. This is to conform with the general 
trade practice in the sale of lumber by mills to allow certain discounts and com- 
missions from the list prices depending upon time of payment, brokerage, and 
other conditions. Operators’ sales are reported to the Western Pine Association 
at the list or gross prices and must be reduced by an appropriate allowance for dis- 
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counts and commissions to arrive at the actual sales return to the operator. Prior 
to and during the depression period ending. in 1940 it was the rule to allow some- 
where between 6 and 10 percent depending upon local custom in the locality where 
the timber sale was being made. Since 1941, as lumber demand increased to spec- 
tacular proportions, trade concessions tended to decrease and the allowance for 
_ this factor in appraisals has been reduced accordingly. We have been allowing 
4% percent on western pine sales for the past several years, but may have to in- 
crease it if the market slows down materially and forces larger sales concessions. 

An important and not uncommon question in connection with appraisals is as 
to the overrun factor which is to be used in converting manufacturing, sales, 
and general expense to log-scale basis, and converting the net mill-run value of the 
lumber product to that.level. Wrong calculations of this allowance can introduce 
substantial errors into the appraisal and may offset to a considerable degree the 
pains taken to secure accurate estimates of the various cost items. There are 
several general rules which should be adhered to in the determination of overrun 
for appraisal purposes, In the first place it should be on the basis of shipping tally 
rather than green chain tally since the former represents the actual output in fin- 
ished lumber product. Green chain tally does not consider yard, kiln, and plan- 
ing mill losses which may be considerable. Secondly, the overrun factor should 
be based on customary manufacturing practice in the economic area of which the 
sale unit is a part. Thus if the local practice is to produce a comparatively large 
proportion of Box, Shop, and other thick boards there will be a greater overrun 
than if the tendency is to run heavy to 4/4 stock. Third, the overrun should be 
based on the character of the timber within the unit considering the size of the 
average log, kind and degree of defect, machining and drying qualities, etc. Thus 
although the average overrun in the economic area may be 8 or 9 percent, the 
timber on the unit may be of such nature as to justify a higher or lower value. 

One other and highly important question which is likely to arise in connection 
with appraisals is as to the allowance which should be made for “profit and risk.” 
The Indian Bureau has for many years determined this by the overturn method, 
charging a certain ratio against the entire production cost per thousand board- 
feet inclusive of all direct and indirect operating charges except stumpage. As 
indicated in the outline the customary ratio charge on sales in our area is 15 
percent for profit and risk, and since this has been used consistently and with 
satisfactory results for many years, is now regarded as standard. It is not 
necessarily so but we would like to warn you that a departure therefrom will 
require a very thorough justification, and particularly if it is larger. 

The United States Forest Service of the Department of Agriculture approaches 
its allowance for profit and risk by the overturn method but in a slightly different 
manner. Once the operating costs and value of the product are determined 
the costs are deducted from the latter to find what they call the “conversion.” 
This conversion is then apportioned between “profit and risk” and “stumpage 
value” according to the judgment of the appraiser and local service policy. The 
ratio allowance for “profit and risk” is calculated afterward, and is not on the 
basis of operating cost alone but on the sum of the cost plus the allowance for 
stumpage. Naturally this ratio is less than it is in our case since it is deter- 
mined from a larger base. In the pine area of region 6 the allowance for profit 
and risk calculated on that basis hovers in the neighborhood of 12 percent. This 
approximates our standard allowance of 15 percent calculated on the basis of 
operating costs exclusive of stumpage. 

While the Forest Service method of arriving at the allowance for profit and 
risk provides a measure of flexibility which is not possible where a ratio such as 
15 percent has become standardized by long continued use, we think it also has 
its dangers. There is, we feel, an opportunity and a temptation here to juggle 
the “stumpage” and “profit and risk” apportionments so as to arrive at per- 
sonally conceived ideas of what these allowances should be. We think it 
is safer in the long run to use a standard allowance for “profit and risk” 
unless there are very good reasons for departing therefrom, in which case a good 
and adequate justification will be required for the record. 

Still another question which often arises in the appraisal of stumpage conver- 
sion values is as to the base period which should be selected in determining the 
market value of the lumber product. For proposed new sales this should be a 
period which is as nearly representative as possible of current conditions and 
ordinarily will be the most recent 3 months for which market data is available. 
This rule can be modified in the event that the market is on a definite upward or 
downward trend to cover the most recent month of record, since in these circum- 
stances the monthly position may be more nearly representative than the average 
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of the latest three. If such departure from the usual base is taken, however, it 
should be justified. In the case of redppraisals for stumpage adjustment pur- 
poses the rule is to use the previous full calendar year as the standard since the 
contractor’s operating statements are usually prepared on that basis. So much for 
the determination of the conversion value of the stumpage on a proposed new 
sale. 

As we indicated earlier, there is an important and very necessary second step 
which must be taken before the timber on the proposed new sale can be ad- 
vertised for competitive bidding. This is to determine the sales value of the 
same species of timber in the same competitive area by a review of all recent 
sales of timber in that locality. This Portland area office keeps monthly records 
of all sales of timber made by the Bureau of Land Management in Oregon and 
Washington, and also receives annual reports of all Nationnal Forest sales made 
in Oregon, Washington, Idaho, and Montana. It also secures information on 
more recent national forest sales through trade journals and other sources, and 
on some State and private sales of timber from miscellaneous places. This in- 
formation is available to agencies on special request whenever pertinent to a 
particular sale and sufficiently recent as to be significant. 

Unfortunately, this information we obtain is usually so abbreviated as not 
to be of much value for analytical purposes although it does sometimes provide 
valuable leads. Therefore the appraising officer will have to conduct his own 
local investigation of all recent sales and secure the necessary information he 
requires for his comparisons. In making his survey he should obtain if possible 
the appraisal of costs and product value, the advertised and bid prices, informa- 
tion on the terms of sale, and all other data pertinent to the purposes of his 
inquiry. Thus he should be able to show why an adjacent block of timber was 
sold at a relatively high or low figure, and why the sale under consideration 
should be advertised at more or less. As a classic example, some years ago a 
forest officer’s report recommending sale was submitted just a short time after 
a sale was made by the Forest Service from an area not far away. The ap- 
praisal submitted with the proposal was several dollars lower than the price 
received for the Forest Service sale, and a question was very naturally raised 
as to the difference. It was readily disposed of by a comparison of the two ap- 
praisals which brought out clearly the fact that a heavy road and transportation 
cost was involved in the Sropened new sale which was not required in the Forest 
Service sale. 

The sales data when secured should be carefully tabulated and presented in 
the forest officer’s report as a supplement to the appraisal of conversion values. 


- It should be sufficiently detailed to permit of analysis and to show a competitive 


value if there is one in that particular locality and as of that particular time. 
It should also disclose whether the appraisal of conversion values is seriously 
in error, requiring careful reexamination and possible adjustment. If there is 
a recognizable competitive value appropriate recommendations should be made 
to include it with the conversion value as a part of the minimum acceptable 
stumpage rates at which the timber should be advertised. Naturally such rec- 
ommendation should not be made unless the assembled record of stumpage sales 
is broad enough to be fairly conclusive.. It should not be based on 1 or 2 isolated 
sales nor on types of sales with relatively few comparable features. 

Coming finally to the subject of stumpage reappraisals, it is first necessary to 
discuss the two general types of long-term contracts in use by the Bureau since 
these have a bearing on the procedure followed. The older form of contract, a 
number of which are still in force, provides with some modifications for stump- 
age readjustments at any time on 30 days’ notice to the purchaser. It has been 
the general rule with this type of contract to adjust stumpage rates at approxi- 
mately annual intervals although interim adjustments can and sometimes are 
made as special conditions justify it. Stumpage rates on these contracts are 
tied in with the trend of economic conditions in the lumber industry (or eco- 
nomic conditions in general) and initially for the first year or two will probably 
be adjusted by the ratio method. This method is predicated on the reasonable 
theory that stumpage values in a fairly homogenous economic field will ebb and 
flow with the market value of the lumber and other wood products derived from 
the timber. The high stumpage price made by the successful bidder establishes 
the competitive value of the timber and the relationship of this price with the 
market value of the lumber product at the time of bidding establishes the basic 
ratio which would be used in the first adjustments to measure economic trends 
in terms of stumpage values. The method is very satisfactory so long as lumber 
markets and operating costs hold reasonably stable and maintain a fairly constant 
relationship with one another. 
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The second and newer form of long-term general contract provides for auto- 
matic quarter-annual adjustments in stumpage rates in accordance with the 
trend of a specified lumber index price, a log price on certain log market, or some 
other base. In this case the contract specifies that the bid price shall establish a 
definite ratio with certain specified lumber or log prices and that this ratio will 
be applied to preceding quarterly averages to determine the new prices for each 
quarter. Although automatic up to a point these contracts provide that the 
basie ratios may be changed (usually no more than once annually) at such times 
as the ratio no longer reflects the proper relationship of stumpage with its lumber 
index or other base price. Such a situation can occur on an extended rising 
market when lumber prices increase much more rapidly than operating costs 
and leave a larger margin for stumpage and profit, or on a falling market when 
‘lumber prices drop more sharply than costs and greatly narrow the operating 
margin, 

Stumpage rates under both of these types of long-term contracts will com- 
monly be adjusted by the ratio method but there will be times when the existing 
ratios will be critically examined and tested for accuracy under the later con- 
ditions of market and cost. These testing times will not necessarily be delayed 
until there is a radical change in the wood products markets for better or for 
worse nor until there has been some unusual development materially affecting 
operating conditions. It has been generally agreed in conferences we have had 
with representatives of the Washington Office staff that we should make the tests 
at not greater than 3-year intervals and they might well be made annually if 
changes have occurred which might affect the value relationship. Two such tests 
were made last year in this area and we expect to make at least two this year 
to make sure that our stumpage ratio are keeping current with market and cost 
changes. 

Although various approaches have been tried and several formulas developed 
based on the past behavior of stumpage values in relation to the variables of 
market and cost, only one method appears to be satisfactory for testing the 
adequacy of the stumpage ratio. This is by the determination of current con- 
version value by the direct appraisal method we have previously outlined in 
this paper, except that operating costs in this case are based on the operations 
of the purchaser. Logging and manufacturing costs are derived from his certi- 
fied cost statements and will be used as shown therein except for such adjust- 
ments as may be indicated for unusual efficiency or the lack thereof. Just as 
the Indian stumpage owner should not be penalized for a purchaser’s lack of 
efficiency, so the exceptional manager should not be penalized for his above 
average management. Due allowances must be made also for special and non- 
recurring items of expense such as fire, flood, strikes, severe storms, etc., which 
may temporarily greatly increase operating cost per thousand. 

In caleulating the value of the lumber product careful consideration should be 
given to the grade run developed by the purchaser and the reasons ascertained 
as to why this varies with that determined in the original quality survey. Ordi- 
narily a year’s output of lumber from a large unit on which cutting will extend 
for 5 or more years is not a conclusive indication as to how the timber on the 
entire area will saw out. It may and probably will be either better or worse 
than average, so that no less than a 3 to 5-year average should be selected as a 
basis for revising the original grade determinations. Sale prices used in the 
reappraisals to determine value of the product should be the average grade 
prices as derived from the Western Pine Association’s reports for the base 
perio dselected, and not the purchaser’s selling prices unless for some special 
product. The overrun factor originally determined for the unit should be care- 
fully checked with the operator’s actual experience and revised if necessary to 
correctly translate value from mill-scale to log-scale basis. Allowance for dis- 
counts and commissions from the gross value of the product should agree with 
the operator’s trade practice. 

In the final computation of the conversion value of the stumpage the original 
allowance for profit and risk, which was probably 15 percent, should again be 
utilized. The conversion values so obtained should be compared with the pre- 
vailing contract rates of stumpage on the unit and now stumpage to lumber 
price ratios calculated. If these are materially at variance with the ratios pre- 
viously utilized appropriate steps should be taken to have them officially adopted 
as provided under the terms of the particular contract. Regardless of the type 
of contract involved a formal appraisal report will be required to support the 
indicated action. In the case of the older form of contract the report should 
contain a recommendation as to the new stumpage rates to be placed in effect 
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following the required 30 days’ notice, and should shsow that both operator and 
Indians have been consulted. In the instance of the newer form of long-term 
contract, the report should recommend the new ratios to be placed in effect as 
of the beginning of a stipulated quarter-annual period, and should be submitted 
sufficiently in advance of effective date to allow official consideration and the 
required 30 days’ notice to the purchaser. 
CARTHON R. PATRIE, 
Area Forester. 





Exursit 17 


| DEPARTMENT OF THE INTERIOR, 
| BUREAU OF INDIAN AFFAIRS, 
; PORTLAND AREA OFFICE, 
Portland, Oreg., April 12, 1955. 
. Memorandum to: All superintendents, Portland area. 

From: Area director. 

Subject: Appraisals of timber on trust allotments for purposes of sale and issu- 

ance of fee patents. 


Consideration of appraisals of timber on trust allotments for the purposes of 
sale and the issuance of fee patents has been the subject of considerable dis- 
cussion and correspondence. Procedures for this purpose have been studied 
and were found to be lacking entirely in some items of information, and entirely 
too brief in others. 

There appears to be no reason why section 206.01 of volume V, part III, chapter 
2, Timber Management, should not be followed as closely as conditions will per- 

| mit. Since the timber appraisal is being prepared for the use of the Realty 
| Branch, certain items as, silvicultural methods, how the sale will affect man- 
agement plans, form of advertisement, and form of contract, will not be required. 
| The job of the Forestry Branch is to present a realistic report with recommenda- 
tions as they affect the management of the timber resources. It would not appear 
that all this information, particularly with the varied conditions encountered, 
can be presented without resorting to narrative explanations. 

The form of appraisal which has been in use for the past several years, which 
was explained during the resources conference held at Portland on January 
20-22, 1953, is satisfactory for use with some modification, particularly with 
reference to the formula to be used. It will also be necessary to modify the 
form in considering east-side and west-side logging since operations differ. -For 
the east side the value of the product is usually calculated on the-basis of lum- 
ber grade recovery, while on the west side it is calculated on the basis of the 
log market. P 

There is attached a suggested outline of the forest officer’s report for use in 
the appraisal of allotments to be offered for sale or upon which fee patents are 
to be issued. You will note that reference to railroad logging has been eliminated. 
It would appear that ordinarily small areas will be logged without involving 
the use of railroads. However, the elimination of this item in the outline should 
not preclude the use of railroads where necessary. If such is the case, these 
cost features should be inserted. This applies to any other features which do 
not appear in the outline. Conversely, any items which have been included may: 
be eliminated if they are not applicable. 

Under each of the headings there have been suggested a number of questions 
and items which should be explained. Again, many of the items may have 
no application in a particular case, and it may be necessary to make other ex- 
planations. It is essential that enough information be included to serve as a 
basis for your decision and our support of your conclusions. You also should 
not make recommendations with the expectation that they will be reversed in 
this office. If you are submitting a case on which you have already acted, you 
should state the reasons for doing so, as for example, an appeal of your decision. 

The suggested form has been outlined to show production costs of one specie 
only. You will note that section 5,2 shows a breakdown for Larch-Douglas-fir. 
in order to use this section properly it will be necessary to show production costs 
for these species as well as for the principal species. Where log market prices 
are used instead of lumber recovery, it is obvious that manufacturing costs are 
to be excluded. In place of the value of the lumber product there will be used 
the value of the logs or other products. You should also note the manner in 
which logging costs have been set up under three subheadings. 
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With the appraisals of allotments there should be included an extra copy of 
the forest officer’s report and a map for the use of the Branch of Forestry. 
Sincerely yours, 


Perry EB. Sxarra, Acting Area Director. 


FOREST OFFICER’S REPORT 


ce See 


A. Introduction: (Purpose of the report) -Is this report for land sale or fee 
patent application? Past history of applications for sale or fee patent and of 
. appraisals and reappraisals, or is this a first request? If a reappraisal, is it 
the same as previous appraisals or does it differ? Has this allotment been ad- 
vertised for sale previously and results of such action? Other pertinent infor- 
mation. : 

B. Description: (Forest description) Virgin, cutover, second-growth, commer- 
cial or noncommercial, woodland, watershed-protection forest, species, topo- 
graphy, existing roads, rights of way, difficulty of logging, additional development 
needed, etc. 

C. Survey methods and volumes: (Timber survey data) Corners located, cruise 
by plot or strip, percentage of cruise, average stand per acre, average DBH, aver- 
age log diameter, basis for or method of lumber grade recovery distribution, 
defect allowances and why, gross and net volumes by species, etc. 

D. Current market and competitive situation : (Estimate of demand) Economic 
area, possibility of competition, expected demand, other sales in economic area, 
if this is reappraisal, justification for changes in value, ete. 

E. Stumpage appraisal: 

1. Logging costs per thousand-log scale 
.1 Logging and overhead: 
SCOR: “HPI GE nn ae 
.02 Skidding and yarding 
OS TOGGIE. OT COI tcc retaicenmnamnsanceaiestl 
.04 Logging equipment repair__......._..__________ 
_ 05 Logging supplies and transportation 
.06 Depreciation of logging equipment 
.07 Payroll taxes and insurance 
.08 Slash and snag disposal 
ST I osnns soot can cs sae <sc counididicenenepeycnanincatdiiiieane 
10 Overhead and supervision._..........._..___. 
11 Miscellaneous expense (itemize) 


ee --~+------- 


Total logging and overhead____._---__----.--- i510! 
.2 Transportation: 
O01. Hauling (———-miles) =... 30 ses 


.3 Development: 
.01 Road construction_. 
02 Bridge construction 
OS RONG” TATOO sie mescre ee dinencieneethndienes 
Total development cost 
IEE, RINNE COIR ince ceive ontcnein em sstapiinaneemeii eiecien 
2. Manufacturing and sales costs per thousand-mill scale 


T PONE Cree eeartc'<aerrtnerreiiitinticrimededimdeainan. eaiead 
Fe TOE NN es tym cnet enen:sv ecient ainsnnensegnentenen th cane amt eaenl: adenine 
2D |. NUR EINE — 4 o> =» ivr sp gen ee er eae Snarestone meee aan 
TE oanaonn7 10h rrnenivenneiienin tte tienen imme a elias 
BUY ETO OF BURR dnc rmdiosoenenermmneresbeiati anal 
I a crcrecinnncnncinn mens peetienetieninmaeaindseamnannal.- Manmade 
Ty. PRO C0 OR eee se ncieetininniinwnemen iia). peeoean nd 
S PIAnt GepPec a. 5 nn. reece entenern sits eomninhen «> eelnneinetatnnta 
9 Overhead and supervision_____....__.-....-......-- 


30 Tesed ane SOR 8k ence 
ET Chem a es einai eneniniewiemralenacnn 
12 Belling espe ten 

Total manufacturing aiid selling expenses mill scale 

8. Conversion—Manufacturing and selling expense to log scale: 

1 Overrun—mill scale over log scale__--.-.---~- DOTOOIL 2) ,. «ng —nieemieed 
2 Conversion factor (100—overrun) ~----.-------- Mnorc. whancediaeenhaetl 
8 Manufacturing and sales costs—log scale____-- EN 


——e eo — -  - 
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‘4. Summary of costs—Log scale basis : 
Var AS Ap I a i Beh ohh et ee. Si es i 
.2 Manufacturing and sales cost___._._______.---__.____ 
Total cost of operations—log scale__...........-...  —_________ 
5. Calculation of mill run value of lumber product : 
1 Ponderosa pine: .01, Period covered by grade price___ 


Lumber grade Grade 
percent 





Price 


Grade price | ¢xtension 





No. 18 Manco Bele entick damien -wiieinsert tien thts tes ae’ 


02 Less commissions and discounts (4.5 percent) 
03 Net mill run value—mill scale 
04 Conversion to log scale 


BN ilar ical iaeahih niu Divs ente acc secret f° h8 100.0 | dhs CS I Bec Beso Date 





























Larch-Douglas-fir: .01 Period covered by grade price_________ 
Lumber grade Grade Grade Price 
(percent) price extension 

Nee nnn ene eee meena ene ase heads orbines~ [oo concnscweece 
iret ht eaiecaidieaewea red eiehet S6. SFE ame e es Ul ce ghefocas ewesnccnanfoctecccbwecace 
I SLi cin deitmbdies CEM obec aesaubids- Bebe cre ee a 
Ss cada nieciniains Gdneip- pute Que dm noon hbetanee shenmegbe Ree ady nite wie NN a 
Nee nee eee een os cumana ue Te ae i eer, ne we err oak. So ee 
De Rn ecia db ted bunts won dab ticdsensuddnce Hie. Sec eek ss cake ean sedlt hadi achddasuae 
es ak oer, sie) case re ee. cts olldban bude dbl Siewigewdetnntslowcenpsccoecds 
I aaah Tie ath te Mean wine delh- «ane a ars a coeat aah 
ere qeeeemeeet! 196. ~~~ = oe acon remain an ihine aca nigerian soaks aS Fini ie 

"TG BUS QOMIRS bc dive ein ew ca cseewesoss sc. Subhas i eBeb oae eos BE inapocaapse sail dndseee- 
a Eo at ad oe Ea Banas ; RS On fee ee 
02 Less commissions and discounts (4.5 percent) _. ee eh ie oi it, Nene a ddaqucavelu de 4; 
03 Net mill run value—mill scale..............-..-.-----.---|-------------- Pe A SR ce Sele 
Be ne BON inane inicinstin nie eis LU DSN. Blac e 156 RE eae ek 
.05 Net mill run value—log scale__...........-...---- re ties tee. | delrisedsuee bet de< thes acu 20o- 

1 
6. Conversion value for stumpage and profit and risk : 
- -1 Ponderosa pine: , 
01 Selling value of lumber product—log scale___.. $_..-.----- 
02 Total cost of operations—log scale__......-.-. -~--- badd as 
pee NINE °WURIINN 5 duke es. bene 
2. Larch-Douglas-fir : 

.01 Selling value of lumber product—log scale_.... ~.-.------ 
.02 Total cost of operations—log scale___....----. ---------- 
Se nn, CTI re er a ath "> hat lense cies 


7. Appraised value of stumpage : 
The appraised value of the stumpage is obtained through the use of the 
following formula : 
Vv 
S=————C in which 
l.op 
S=stumpage value, log scale 
V=selling value of product, log scale 
.op=percentage allowance for profit and risk 
C=cost of production, log scale 
-1 Ponderosa pine 
(Show calculation) 
2. Larch-Douglas-fir 
(Show calculation) 
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8. Recommended rates per M for stumpage: 
-1 Ponderosa pine 
2 


9. Basis for recommended stumpage rates not shown in detailed appraleal. 
10. Total value for forest products: 
Species Volume Approximate rates per M Value 
11. Recomendations: 

Do you recommend sale or fee patent? Is this area within a timber sale unit? 
Is it under contract? Would sale or fee patent interfere with operation of other 
lands? If under contract, has the timber been cut or how soon will it be cut? 
How long before present contract expires? Other pertinent facts. 


5 Forest Officer Preparing Report. 
Concur: 


Forest M anager, 


Two years’ work in the field was culminated by the preparation of instructions 
on log grading and lumber grade recoveries in ponderosa pine in January 1953. 
A copy is submitted for the record (placed in committee file). Subsequent to 
this nearly all ponderosa pine timber sales have been cruised and graded prior to 
the sales. The preliminary work also includes stand composition studies upon 
which marking rules are determined. 

A revision of the lumber grade recovery tables was issued August 2, 1955. A 
copy is submitted for the record (placed in committee file). 

Early in 1956 the three bureaus cooperated in a revision of the lumber grade 
recovery tables for ponderosa pine to conform more elosely with current milling 
practices. A copy is submitted for the record (placed in committee file). 

The log grade studies in ponderosa pine required a pricing system correlated 
to the lumber grades as used in the grading system. This system required 
the translation of lumber items as reported in industry sales into the various 
grades reported in grading studies. This item grouping and pricing was pre- 
pared by the Bureau of Indian Affairs for its own use. Late in 1955, after 
conferences which resulted in some slight modifications, it was adopted by the 
Forest Service, Bureau of Land Management and the Bureau of Indian Affairs 
as a basic standard. 

Beginning about 1953 the Bureau of Indian Affairs took an active part in 
promoting studies to develop log grading rules and lumber recovery for those 
species of timber usually associated with ponderosa pine. These species are in- 
land Douglas-fir, western larch, and white fir. Several studies were undertaken 
as a cooperative project which included the Forest Experiment Station, Forest 
Service, Region 6, Bureau of Land Management, Western Pine Association, 
Oregon Forest Product.Laboratory, and the Bureau of Indian Affairs. The re- 
sults of these studies are now available in preliminary form and instructions 
will be prepared for field use so that the associated species may be graded for 
quality along with ponderosa pine. These studies to date have been confined to 
‘ the State of Oregon. It is expected that similar studies will be conducted in the 
near future in the State of Washington. 

It is expected that the Bureau of Indian Affairs will cooperate with the Forest 
experiment stations and other agencies, beginning in 1957, to conduct a series of 
studies with the aim of deriving new lumber recovery data for ponderosa pine. 

In cooperation with the Forest Experiment Station, the Bureau of Indian Af- 
fairs assisted in the gathering of lumber and veneer recovery data for species 
in the Douglas-fir region. Other agencies have to the present time concen- 
trated their efforts largely on Douglas-fir, since this species is of greatest concern 
to them. The Bureau of Indian Affairs is more interested in other species, par- 
ticularly western redcedar, western hemlock, and white fir. 

These studies require considerable time before they culminate in tangible re- 
sults. A pricing system for the products still awaits development. When the 
results are available it will be necessary to decide whether or not they will 
give better results than the present log price system. 

The studies in which the Bureau of Indian Affairs has cooperated with the 


Forest Experiment Station and other agencies, in connection with the Douglas- 
fir region are: ; 
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Western Hemlock Lumber Recovery, at Western Washington Sawmill, E. E. 
Matson, published April 1957. A copy is submitted for the record, and as an 
“éxample of the others that have been or will be published. 
~- “White Fir Lumber Recovery at a Western Washington Sawmill, E. E. Matson, 
“published April 1957 (placed in committee files). 

Western Redcedar Lumber Recovery from Western Washington, BE. EB. Matson, 
unpublished (placed in committee files). 

. Veneer Recovery from Douglas-fir Logs, E. H, Glarke and A. ©. Krauss, six 
unpublished studies conducted at Shelton and Kalama, Wash., Westfir, Roseburg, 
Brookings, and Eugene, Oreg.,. (placed in committee files). 





Exursir 18 


WEsTERN HemMiock LumMBER RECOVERY AT A WESTERN WASHINGTON SAWMILL* 
By BE, E. Matson 


During April 1956, a study* was made at a western Washington sawmill 
to determine lumber grades that may be expected from old-growth western 
hemlock timber. Lumber cut at this mill is not seasoned and most of it is 
sold surfaced green. It is the practice at this plant to use the band headrig 
for producing side-cut lumber and to send the large cants—the full length 
of the logs—to the sash gang to be cut into 2-inch material. Thus, production 
in the 2-inch dimensional grades is heavy. 

Two hundred and nine logs (table 1) were scaled, graded, and followed through 
the mill, and eaeh piece of lumber was graded and tallied by individual logs. 
Two-thirds of these logs came from the Olympic Peninsula and the balance 
from the west slope of the Cascade Range. Logs varied from 16 to 40 feet in 
length, with the majority in the 32- to 40-foot class. 


TEST PROCEDURE 


Approximately every fourth log coming into the mill was designated as a test 
log. These logs were numbered consecutively and scaled and graded by a repre- 
sentative of the Grays Harbor Log Scaling and Grading Bureau according to 
their official rules of February 1954. 


TABLE 1.—Distribution of western hemlock test logs by commercial log grade. 
and diameter class 


| 












































Log grades Log grades 
} 
Log diameter | Log diameter | | | | 
Peeler | No.1} No.2|No.3; All Peeler | No.1| No.2} No.3} All 

grades grades 
aD aed ei BE 2 | ORs ae sa Shia 10 
ee 4 4 | aie bined haigal Ls cad 3/1 4 
Di ccbebaasbeccpsseduslootapalennsoe 4 Oe a ah a cere 1 | 1 2 1 5 
BLS bel nibs n seh ecb ehh 7 WAP MP sawcke. ch cid acowcede 2 7 tveken 3 
BA: ohieeheeterciwdoancdish> dndsearnect 10 A Seas 1 B asides 1 3 
Tn ineinieeeiaamnergnineetiien 3 EE canines orects 1 1 1 l 4 
eae sentclnécaswetgntebe 4 SEE Es csean 4 angel tiie eRe dl 4 
O63 ii, Jae tAS 0 Safa ice 3 _ 2 5 Siawarre apis. piste $70: 1 
Ti icles dapechinistaiecnhnntinaiwliiel 3 BP a sbislcccse Dee. chi.) .cdlee 1 
iain cinsteatnalh nanan 5 BME shidervenaehdaiocyshits } | es eee 1 
Ee Sides Sekt cap meats caged 4 11 || 36_. i ccmeelltn papeamnaidiatindetl ened 1 
OO RALiSi. nde DLL ed 6 | Orleans. 24 i 1 
Th ntact <tgeehoninooeolusssesi 2) Oe Mwau sulk B OS Bibbs nbhndentu 1 
aren | ee ae 13 || naterathbasiadesteeheanaed 
res ee icx--2] | 10 | ere pou | Total....... 9|  7| 132] .61 209 











Since this mill was equipped with a sash gang, resaw, and other machinery that 
caused lumber from one log to become mixed with other lumber, it was necessary 
to mark lumber from test logs carefully. Five colors of paint were used. All 





1 United States Department of Agriculture Forest Service, Pacific Northwest Forest and 
Range Experiment Station Research Note, Portland, Oreg., April 1957. 

2 Cooperative project of West Coast Lumber Inspection Bureau, Grays Harbor Log 
Sealing and Grading Bureau, Bureau of Land Management, Bureau of Indian Affairs, and 


the United States Forest Service. 
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lumber from the first log was marked red; that from each of the four succeeding 
logs with separate colors. By the time the color series had been completed, the 
lumber from the first log had cleared the mill. Men were stationed at the headrig, 
sash gang, and resaw to be sure that all lumber from the test logs was properly 
marked. 

A representative of West Coast Lumber Inspection Bureau grade-marked on 
the green chain every board from test logs. Then two men tallied each piece of 
lumber, using a separate sheet for each log. Lumber was graded according to 
standard grading and dressing rules No. 15, effective March 15, 1956. 


LUMBER GRADE RECOVERY 


Lumber grade recoveries obtained in log grades 2 and 3 are shown in tables 2 
and 3 and in figures 1 and 2. Data in these tables and graphs have been rounded 
to smooth inconsistencies in diameter groups and to strengthen the data where 
there was insufficient sampling. Recovery data for the 9 peelers and 7 No. 1 logs 
in the study are shown in the summary (table 4). Since there were insufficient 
logs in these two grades, the lumber-recovery data should not be considered as 
representative. 

Log rules used by log scaling and grading bureaus in the Douglas-fir subregion 
are based on the end product the logs will produce. No. 2 hemlock logs must be. 
eapable of producing not less than 65-percent of the net scaled content in con- 
struction or better lumber. No. 3 logs must be capable of producing not less than 
3314 percent of net scaled content in standard or better lumber. 

Sinee the log rules are based on prescribed grade recovery of the net log scale, 
the lumber-recovery data shown in tables 2 and 3 and figures 1 and 2 have been 
computed on the same basis. In this study the No. 3 sawmill logs.met the mini- 
mum requirement for the No. 2 sawmill grade. Apparently it is difficult to judge 
the grades of lumber that will be produced from knotty logs. 

Ordinarily sawmills on the west side of the Cascades cut a minimum amount of 
boards. This practice was followed at this mill. Table 5 shows the percentage 
of the common grades of lumber that was cut into boards during this study. 

All lumber data presented in this report are based on volumes and grades ob- 
tained on the green chain. Some change in both volume and grade would have 
been expected if the lumber had been dried and surfaced. 


TaBLe 2.—Lumber-grade recoveries in percent of net long scale, No. 2 western 
hemlock logs 


Lumber grade 


Diameter class | | Num- 
in inches Select | Select | Con- ber of 
mer- | struc- | struc- | Stand-| Utility| Econ- | Total | logs 
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Figure No. 1.--Cumulative grade recoveries in percent of net log scale, 
No. 2 western henilock Logs 
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Figure No. 2.--Cumulative grade recoveries in percent of net log scale, 
No. 3 western hemiock logs 
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Taste 3.—Lumber-grade recoveries in percent of net log scale, No. 3 western 


hemlock logs 


Lumber grade 















































































Diameter class | Num- 
in inches Select | Select | Con- | ber of 
B Cc D mer- | struc- | struc- | Stand-, Utility Total logs 
chan- ture tion ard 
dise 
Ta teins arenes 0 4.6 0.5 2.2) 31,7 74,8 5.4 1.2 130.8 2 
debian dancdeccithe: | 0 4.8 4 2.1 30.1 70.9 10.1 2.1 133.1 4 
Teint etsenduihninabinsh | 0.2 4.8 a. 1.8 28.7 67.3 } 14.5 3.1 135. 4 4 
Re te | .6) 45 .4 1.7] 27.4 63.9 18.6 4.0} 137.5 | 
ae hoses cnibs iucaia L@}EO3 1° .8 1.6 26.1 | 60.7 : 22.4 4.8| 139.4 10 
iiieteenenk askiiekiibecsns | 13 oat 1.5 25.0 57.8 .7 | 25.9 5.6 141.2 | 3 
ite scanisek tc nsadhsinnes | ed 4.0 +2 | 14; 24.0 85.1 21.2; 29,1 | 6.2 142.8 4 
Re ds LO1AS EI 3 13) Bl) eet m4) 329 6.8 | 144.2 | 3 
ere R a wih ack 2.2) 3.6] .2 11] 223) 650.6] 23.6/ 345] 7.4] 145.5 3 
BW4edc.. ose 2.4 3.5 32 1.0} ° 22.5 48.8 24.6; 36.8) 7.9 146, 7 5 
ices tele ps tbliebechebicsi | 2.6 3.4 a 1.0 20.9 47.1 25. 5 38.8 | 8.3 147.7 4 
eet coh ans | 28] 33} :1] ‘9| m3] 458] 22] 405) 86] 1485 | 6 
OO te oa 2.9| 32] .1| 9} 109] 447) 268/ 418) 89] 149.2 | 2 
itis ath cedar: 3.0 3.1 én -9; 18.5 43.8 27.3 42.9 | 9.1) 149.7 | 0 
De octet ad 31/31) :1| [8| 193] 432] 276] 486] 93! 150.1! 0 
Seid anidasasis diwali | 3.1 mar wad 8 | 19.2) 42.8 27.8; 440) 9.4) 150.3 | 0 
i dtchicinaiat ee Sa} ok 8) Wit 4.7 27.9 44.2) 9. 4 | 150. 4 | 1 
a a ita citi 3.1 3.1 ry .8 19.1 | 42.7 27.9 | 44.2 9.4; 150.4 | 1 
chs csamieeee: BIT) 31 1 8) 1.1) 427] 27.9) 44:2] ~9.4]| 150.4 | 0 
i laictubinnbcsaaa 3.1 | 3.1 1] .8 19.1 42.7 27.9 44.2 | 9.4 | 150. 4 | ‘I 
ted | 3.1 Se re 8; 10.1) 42.7 | 27.9 44.2 | 9.4) 150.4 0 
Deiinwationcebminn 3.1 — 3 Bae | 8 | 19.1; 42.7 27.9 | 44.2 | 9.4) 150.4 | l 
| | 
TABLE 4.—Summary of volume and lumber-grade recovery for all test logs 
Log grade Logs | Netlog Lumber Overrun 
volume tally 
} 
Number | Board-feet Board-feet Percent 
PEs Rikdiaensinidaidakatdainnein cine ada deiimninets | j 9 | 12, 040 13, 460 11.8 
BI Agi, «0 paimeneemmadnnctpanpnemmnnenareapnemimanenl 7 8, 090 10, 293 27.2 
a a la eel 132 76, 854 103, 471 34.6 
ee a a a ceaeilalen | * 61 20, 182 29, 282 45.1 
Bere ok a € tae! | 209 117, 166 | 156, 506 33.6 
Grade recovery in percent of net log scale (green chain tally) 
! ] 
Log grade Select | Select | Con- | 
B and Cc D mer- struc- struc- | Stand- | Utility | Econ- 
better chan- ture tion ard omy 
| dise ‘ 
+ ED | ES ae TT | — 
Percent | Percent | Percent | Percent | Percent | Percent | Percent | Percent Percent 
SE pw .cdocaceet 14.1 29.0 0.9 0.5 6.0 28.5 3.8 | 21.1 7.9 
SCTE Wethrai a sido cman 7.8 16.5 1.5 3 12.3 38.8 18.0 | 26.1 | 5 9 
SO Mtchicdaideceedde 7.3 12.0 .4 8 23.2 | 45.5 13. 6 | 33.7 | 8.1 
NG TA ads wigindhinearnncs } 2.1 3.7 w 1.1 | 22. 6 | 51.4 23.1 | 33.7 | 7.2 





1 Insufficient logs available for adequate sample. 


Tasie 5.—Board volume in percent of common lumber 


[Percent] 
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Log grade a ee ee Oe 














|Construction| Standard | Utility Economy 
eats a Roe 
ts PE SoS iececcsionnieseensnceaeenews 4.5 3.0 2.1 3.4 
PPR cia itsessikadsaswnecesisacdnccns 4.2 5. 4 | 7.9 2.7 
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+ OVERRUN ' i 
Overrun averaged 35 percent for the No. 2 logs and 45 percent: for‘ the’ No. 8 
logs. Overrun by diameters can be read directly from the top’ curve in figures 
land2. Often the Economy grade of lumber is not included in figuring overrun. 
If this appears to be desirable, overrun for utility and better lumber can be I 

obtained from the next to the top curve of the same two figures. ' Overrun was 

high on No. 3 logs. This is due partly to more taper in the top rough logs’ and 
the practice of making rough-cut deductions on these logs. Deduction for cull | 
amounted to 10 percent in the No. 2 logs and 20 percent in the No: 3 logs. 





The Bureau of Indian Affairs has cooperated and exchanged data with other 
governmental agencies for many years. It expects to continue these: practices. 
Working relationships have been very amiable and beneficial and we hope they 
will continue in that way. 

All of these activities are evidence of the Indian Bureau’s live interest in the 
subject of stumpage appraisals. An appraisal manual is much to be desired, and 
will be prepared. It has been a high priority project on our list for the past 
several years. 

In the meantime, we are handling this matter through memorandums similar 
to the procedure that has been followed by the Forest Service over the past 30 
years, 

’ Mr. Henry Wershing, who has taken an active part in these activities, is present 
and can discuss the subject in great detail. 


ADEQUACY OF STUMPAGE PRICES IN CRANE CREEK AND TAHOLAH CONTRACTS 






























You have heard testimony that the present stumpage rates of the Taholah and 
Crane Creek contracts, and the increased rates proposed to be made effective 
April 1, 1957, are substantially less than the going rates for the same species on 
the adjoining national forest sales. It is therefore alleged that the Indian own- 
ers are not receiving the prices to which they are entitled. 

You have also heard the purchasers of this Indian timber protest vehemently 
that the proposed new rates are entirely too high under the terms of these 
contracts. 

The Indians claim the rates are too low. The purchasers claim they are too 
high. 

The Secretary of the Interior is placed in a most unusual position in this mat- 
ter. First, it is his duty, as trustee of the Indian estate, to safeguard the Indian 
interest, and strive for the highest prices possible under the terms of the con- 
tracts. He cannot, of course, go outside the machinery of the contracts in seek- 
ing these high prices. Secondly, he is an arbiter, authorized by both the Indians 
and the purchasers to set stumpage rates that are fair and equitable to both 
parties. The Secretary must wear two hats in dealing with this matter. 

In the circumstances, it is not at all surprising that the prices established by 
the Secretary, in his discretion, are less than the Indians would desire, and sub- 
stantially more than the purchasers believe to be justified. 

The apparent reason for believing that the reservation and national forest 
stumpage rates should be similar is found in the following statement from page 
52, part II, of the Report on Federal Timber Sales Policies by the Joint Com- 
mittee on Federal Timber. 

“If the Bureau of Indian Affairs timber is as good as the Forest Service 
timber it should command an equal price under competitive bids. The appraised 
rates give the impression that the Indian’s timber is better than the Forest 
Service’s. Arguments that Bureau of Indian Affairs timber is not as good as 
Forest Service timber, but that the appraisals are closer to fair market value, 
do not stand against the record between Federal appraised and bid prices for all 
agencies. The disparity is far greater than should be found for substantiai 
volumes of timber of identical species purchased from the same general area for 
the same market.” (Emphasis appears in the quoted text.) 

Many foresters who are familiar with the timber on both areas will not agree 
with this statement, for it will be shown that there are significant differences 
in the value of the timber on the two areas. A comparison of stumpage rates, 
without evaluating many other factors is, in the opinion of most foresters, a very 
elementary comparative process and may not be indicative of the real values. 
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An analysis of the character of timber stands and of other conditions affecting 
the sales is.a prerequisite to a comparison of the timber values involved. Timber 
values are influenced by many factors, which may vary to a marked degree over 
a small area. Included among these factors are species composition, size and 
quality of the timber, logging and development costs, problems of transportation, 
the conditions under which the timber is offered for sale, and purchaser demand. 
It is the interplay of all such factors that ultimately establishes the market value 
of the timber. Topography influences many of these factors and, itself, may be 
highly variable. 

Differences in Topography Are Significant 

There is a very significant difference in topography between the Quinault In- 
dian Reservation and the adjoining national forest, and this has a direct in- 
fluence upon stand composition and value. The reservation extends eastward 
from the Pacific Ocean to the foothills of the Olympic Mountains. The Olympic 
National Forest joins the reservation on portions of the east and north boundaries 
of the Indian land. The highest portion of the reservation is a narrow strip of 
the Crane Creek unit, adjoining the national forest. Elevations in this strip 
reach a maximum of 1,600 feet. With the exception of this narrow strip, the 
elevations of reservation land vary from sea level to about 600 feet. Nearly all 
of the area is below 500 feet in elevation. There are extensive areas in both the 
Taholah and Crane Creek units where the soil is characterized by an underlying 
iy hardpan formation resulting in poor drainage. These areas are more or less 
i swampy and support very poor timber stands, primarily of low-grade cedar, with 

lesser volumes of other species. The limited areas at the higher elevations in the 
Crane Creek unit produce stands largely of good quality hemlock. 

On the portion of the Olympic National Forest contiguous with the reservation 
a sinall area of forested land lies below 600 feet in elevation, but most of the 
timber is found between the 600 and 4,000 foot levels. With few exceptions, the 
soil is well drained and produces good stands of high quality timber, principally 
Douglas-fir, hemlock and white fir. 

The topographical differences are immediately apparent in these photographs. 

The topography of the entire area is also shown on this contour map. The 
abrupt change in topography, as one leaves the Quinault Reservation and enters 
the national forest, can easily be seen on this map. The darker shades, resulting 
from contour lines representing steep slopes, clearly show the topographical 
differences. It should be noted that each contour line represents a change of 80 
feet in elevation on the right (or eastern) part of the map and only 40 feet on 
the left portion. The topography of the western part of the reservation there- 
fore appears to be steeper than is actually the case. | 

(Map in committee file.) 


Topography affects stand composition 

This second map shows the timber types on the Quinault Reservation and 
adjacent national forest areas. Timber type names are derived from the most 
important species present in the stand, It is immediately apparent from this 
map that the area of the reservation lying north of the Quinault River, the area 
with which the committee has been primarily concerned, is principally in the 

. cedar type. Approximately 50 percent of the area in the Crane Creek unit, 80 
percent in the Taholah unit, and 70 percent in the Queets unit are classified as 
cedar type, with the balance mostly hemlock type. The map reveals only small, 
.widely scattered areas of cedar type on the adjacent Olympic National Forest 
lands. . 

The effect of topography on timber species is clearly seen when the type map 
and the topographic map are compared. U. 8S. Highway 101 is roughly parallel] 
to the reservation boundary along the northern edge of the Crane Creek unit, 
and closely follows the foothills of the Olympic Mountains. The highway is 
just below the abrupt change in topography rising into the mountain range, 
and for this reason provides an approximate line of demarcation between timber 
types. . 

(Type map in committee file.) . 


Stand composition affects stumpage values : 
The predominance of cedar on the Quinault Reservation is significant because 
of the marketing problems of this species as compared with those for Douglas- 
fir, hemlock and white fir. There are only two sizable mills in the Grays Harbor 
marketing area that cut an appreciable volume of cedar lumber. In:addition, 
there are some single mills utilizing the lower grade cedar logs. The markets 
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for cedar are limited almost entirely to lumber, shakes and shingles; and the 
producers of these products are closely dependent upon the building industry 
for their outlets. Any reduction in home construction is swiftly evident in the 
cedar market. The use of substitute materials for cedar is also felt immediately 
in the cedar market. For these reasons the risk is relatively high in the pro- 
duction of cedar products, and a preponderance of cedar in the timber stand 
generally has a depressing effect upon the value of other species with which the 
cedar may be associated. As the proportion of cedar in timber stand increases, 
the prices offered for all species in the stand tend to fall. 

An entirely different situation prevails in the case of Douglas-fir, hemlock, 
white fir and spruce. The market value of logs of these species is not as closely 
tied to one segment of the wood-using industries as is true of cedar. Competi- 
tion for these other species in the Quinault Reservation area is intensified by the 
presence of a number of pulp mills, plywood plants and sawmills. 

This question of stand composition and its effect upon stumpage values will 
be developed in testimony to be presented by Mr. Wershing. He will also take 
up the question of comparability of reservation and national forest stumpage 
values. 

Our studies have led to the inescapable conclusion that stumpage on the 
Quinault Reservation is not as attractive to potential buyers as stumpage on the 
adjoining national forest. It should not be surprising, therefore, if some differ- 
ences in stumpage rates are found. 

Briefly, we are convinced of the following. The reasons leading to these 
convictions will be developed in greater detail by Mr. Wershing. 

1. The timber stands on the reservation and on the national forest are by 
no means identical, because differences in topography and site result in widely 
different species composition. There is also a significant difference in quality 
of the cedar. 

2. The differences in stand composition are reflected in a lower actual value, 
species by species, for the reservation timber. 

3. Some of the difference in stumpage rates is a reflection of differing contract 
requirements that have not been given due consideration by other analysts. 

4. The comparative analysis of stumpage values, on the reservation and on the 
national forest, as previously presented to your committee, is little more than 
a process of placing the prices in parallel columns, to reveal the dollar or per- 
centage differences in prices being received. As such it is not conclusive, be- 
cause it ignores many factors that affect stumpage values. 

5. The comparative analysis has assumed without question that cost and log 
value data used by the Forest Service is correct for conditions existing in the 
reservation contracts. 

6. The comparative analysis has assumed that stumpage appraisal techniques 
can be reduced very largely to a simple mathematical computation, in which there 
is little need for exercise of judgment. 

7. A direct appraisal is not the only test that can be put to a determination of 
equitable stumpage rates in the reservation contracts. 

8. A direct comparison of national forest and reservation stumpage prices is 
a good point of beginning. But it ignores the many other factors affecting 
stumpage values, and is, therefore, no evidence of an unwarranted disparity be- 
tween the national forest and reservation stumpage prices. On May 13, Acting 
Secretary Chilson informed this committee that the following changes in ratios 
had been made effective as of April 1, 1957. : 


Taholah unit 


Species 
Previous Ratio Previous 
ratio effective ratio 
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There are honest differences of opinion as to the adequacy of these ratios. 
The purchasers have protested vehemently that the ratios are too high. Your 
committee staff is equally certain that the ratios are too low. Our thinking is 
between these widely separated poles of opinion. This lends confirmation to 
our own conviction that the resultant stumpage prices are just and adequate 
under the terms of these two contracts. 

The so-called interest allowance appears in but one of the tests that have 
been used in determining the adequacy of stumpage ratios in these contracts. 
The recent adjustments were not dependent upon a firm decision in the question 
of interest allowance. This question is being reviewed most carefully within 
the Department, from the point of legal authority to make the allowance and 
from the yiewpoint of policy. It will then be taken up with the Comptroller 
| General, in response to his request for the Department’s views. It is regretted 
that this review could not be completed prior to the resumption of your com- 
mittee hearings. 
i 
H 


Mr. Gamste. This record will be kept open, I presume, for at least 

another 10 days or 2 weeks. 
. Mr. Kepuarr. Might I add, sir, that Mr, Wershing’s testimony also 
will be the testimony originally prepared with two supplemental 


statements, material developed subsequent to the preparation of the 
original material. ° 


Mr. Gamstez. Do you have that here? 
Mr. Wersuine. Yes, I have it here. 
Mr.Gamete. It will all be accepted. 
( Statement referred to follows :) 


STATEMENT BY HENRY F. WERSHING, ASSISTANT CHIEF, BRANCH OF WORESTEY, 
BUREAU OF INDIAN AFFAIRS 
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APPRAISAL PROCEDURES 


Testimony given at the hearings on April 15, 1957, concluded that the stumpage- 
to-log-price ratios recommended by the Bureau of Indian Affairs for the Taholah 
and Crane Creek units “do not provide a fair measure of true market value.” 
This conclusion apparently was reached through the presentation of selected 
data which was processed by a well-known appraisal formula. It apparently’ 
was assumed that the use of this formula together with selected data provide 
the only proper method of arriving at stumpage values. 

We are not aware that there is only one method which may be used to good © 
advantage in assessing the value of stumpage. Appraisers should have the 
privilege of selecting any method or methods which will produce satisfactory 
results. Further, the employment of several methods is often worthwhile as a 
basis for confirming opinions or to point out errors in computations. 

Absolute reliance upon mathematics to obtain proper stumpage values would 
to most desirable if it could be attained. It would eliminate the need for ap- 
praisers and the function could be performed by a clerk. There would be no need 
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for judgment and there would be no difference of opinion among foresters as to 
proper stumpage values. Further, the need for consultations would be elimi- 
nated. 

The entire appraisal procedure is based on the estimation of detail, the result 
of which in turn can be only an estimate. It is for this reason that there exists 
an area of disagreement among competent observers as to fair market values, 
and the spread of estimates may vary in direct relation to the number of 
observers. 

CHANGE IN MARKET CONDITIONS 


The use of values accumulated on a periodic basis as indicators of trend is 
_in common use. A change in log values certainly is indicative of changes in 
market conditions which may properly reflect a necessary change in stumpage 
values. 

As indicated in Bureau of Indian Affairs stumpage adjustment report of 
February 8, 1957, this phase of the study did not take into consideration the 
average log values used in-the direct appraisal, or the weighted average log 
grades for the timber. It was a compilation of the changes taking place in the 
log market over the periods during which the contracts have been in effect. 
It was not even hinted that these average log market prices represented true 
value. The point of importance was the difference in values between the periods. 

It has not been an unusual procedure to execute contracts which provide for 
a distribution of differences in index values to buyer and seller on a periodic 
basis. This provides some measure of protection to both in that stumpage 
values fluctuate from the basic rates in proportion to changing conditions. The 
division of the change to the buyer and seller on an equal basis has also fre- 
quently been used. At this time the equal division was selected as being reason- 
able. There is no definite rule as to a proper split except that generally the 
distribution should cover increased costs to the purchaser. 

There would be no point in an analysis of market trends if the same material 
was used as had been employed in the direct appraisal. The object of the com- 
putation was to provide a measurement entirely different from the appraisal to 
serve as an indicator of what and how much change had taken place. It pro- 
vided a means of checking the changes which had taken place during the life 
of the contracts. 

The use of quarterly periods in assessing change does not necessarily account 
for seasonal fluctuations any more than a direct appraisal which utilizes quarterly 
data to derive current values. It is sometimes necessary to adjust for peculiar 
or unusual conditions. 

A comparison of stumpage rate trends for other timber sales, when adjusted 
So that they are comparable, has a definite place in appraisals for new offerings 
of timber. There is no provision in the Taholah and Crane Creek contracts for 
adjusting rates on this basis and the inclusion of such comparisons is informa- 
tive but not conclusive. 


ADJUSTMENT FOR QUALITY CHANGE 


It was determined on the basis of grading and scaling by an independent bu- 
reau that the quality of the timber was different from that used in the original 
appraisal. This was also confirmed in cruises by independent appraisers and 
‘studies by Bureau of Indian Affairs personnel. The information which has been 
accumulated during a very limited time has been utilized to more nearly adjust 
the log grade recovery to that expected in the near future. It may or may not be 
indicative of the entire stand and further adjustments may be made. 

As was previously stated, the records of past sales were used to reflect trends 
in value and not actual values. In order to properly adjust to current value he- 
cause of quality change, it was necessary to utilize current estimated actual 
values. We do not believe this procedure to be inconsistent. 


DIRECT APPRAISAL 


Log prices vary because of numerous market influences. At any selected time 
the log prices may bear certain relationships to each other. They will not con- 
tinue this particular relationship to each other over a long period of time. A high 
demand for a particular species tends to increase prices for that species. Low 
demand results in lower prices. The relationship of this demand for the various 
species does not remain constant. Similarly, the relationship of the established 

rates will also vary. 
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Average logging costs are the expenditures required to produce logs from three 
or more species, each of which has a different value. In the case of the Quinault 
contracts there are six species. Any logging cost selected for use is necessarily an 
average. There has as yet been no method devised under which the exact logging 
costs can be computed for each species. It is, therefore, very difficult to evaluate 
each species separately. 

The change in log prices of one species,as compared to another gives an: indica- 
tion of how the relationship between them has altered. This reveals to some 
extent which species bear more or less of the logging costs. In the case of these 
contracts, the indications are that because of the generally low values obtained 
in the direct appraisal for hemlock and white fir, the average logging costs, are not 
representative for these species. How much the difference is between species 
becomes a matter of judgment. 

The log values used in the direct appraisal represent current values as nearly 
as it is possible to obtain them. These are values applicable to the timber under 
eonsideration. Although the source of this data was a particular trade journal, 
it has been checked against other sources of information and was found to be rea- 
sonably reliable. 

A comparison of these values with those of the Forest Service for the Grays 
Harbor-Puget Sound areas is shown below : . 


TARLE I 


| 4th quarter January 1957 | Jan. 16, 1957, 
Species Grade 1956 BIA BIA average | FS average 
average | values values 
values 








Western redcedar si $96. 71 
Leann 56. 07: 


? i@ disk neteatiainnt ieee 42.15 

eee oe cote. Sos eaee dee PU ete! a | 
b. | 66. | 

48. 80 
é 44. 73 | 

Douglas-fir : ‘ 114. 55 


105. 43 
88. 40 
70. 60 | 
60. 72 

bh dd ietedtnits ih dot 50. 10 | 

yi eMaetialetincintandiins ind beatin . : i 60.73 | 
palace 55. 50 
47.87 | 
d bi 45. 07 | 
White hemlock ian 60. 68 





55. 48 | 
47. 52 | 
44.72 





We are not familiar with the determination of the Forest Service data, but 
believe our sources of information to be equally reliable. The rounding off to 
the nearest $5 by the Forest Service indicates that the log values are estimates 
only and do not represent actual current values. The Forest Service data is not 
changed at frequent intervals, and therefore, may or may not represent current 
value. We do not criticize the derivation of the Forest Service data but point 
out that it is an estimate in the same manner that the Bureau of Indian Affairs 
data is an estimate. 

We find that the current cedar log values used by the Forest Service, weighted 
according to the estimated quality of the timber, would be $56 for the Taholah 
unit and $58 for the Crane Creek unit. This compares to the $65 and $67, re- 
spectively, which was submitted by the committee staff during the hearings. A 
difference of $9 in value is involved. , 

On this basis, using the same computation as used by the committee staff, 
which includes Forest Service direct logging cost, profit and risk allowance, and 
Bureau of Indian Affairs transportation, road construction and interest, there 
is obtained indicated stumpage values of about $22.80 on the Taholah unit and 
$23.70 for cedar on the Crane Creek unit instead of $31.25 and $32.40, respec- 
tively. . 

The use of Bureau of Indian Affairs data in appraising Forest Service sales 
has no more application than using Forest Service data for appraising reserva- 
tion sales. Conditions under which the timber is sold are entirely different. 
It requires familiarity with the conditions under both circumstances before any 
attempt at comparability can be made. 
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Any stand of timber which is composed of several species of differing values 
will sell largely on the profit making possibilities of the predominant species. 
Logging costs have been determined as an average for all species although on 
oceasion greater charges are assessed against certain species. Since average 
cost data are used, the average return for all species assumes considerable im- 
portance. 


SUPERVISED SALES IN RELATION TO TAHOLAH AND CRANE CREEK UNITS 


Supervised sales are those made under Bureau of Indian Affairs supervision 
at the request of the Indian owners of trust allotted land and timber. Sub- 
sequent to the time of sale, there is no longer any trust responsibility. This is 
contrasted to supervised timber sales where only the timber is sold but the land 
remains in trust status. 

Studies of sales data indicate that the proportion of various species exerts 
a definite influence on the prices offered for all species, regardless of the many 
other influences on stumpage values. During 1956, 40 allotments on the Quinault 
Reservation were advertised for supervised sales. In sales of this type the ap- 
praised prices are not revealed to prospective bidders. On a limited number of 
the allotments the timber volumes and minimum acceptable prices were com- 
puted by the Bureau of Indian Affairs. The majority were cruised and ap- 
praised by independent consulting foresters of recognized standing, employed 
by the Indian owners. Bids were received for only 18 of the offerings. 

Six of the bids were below the appraised values and the bids were not accepted. 
Twelve allotments, less than one-third of the number offered, were ultimately 
sold. The appraisals on 9 of these had been prepared by consulting foresters 
and 3 by the agency staff. On several of the allotments, the stumpage rates com- 
puted by the consulting foresters were lower than those being received on the 
Taholah and Crane Creek units. With few exceptions the allotments which 
had a predominance of cedar did not sell. 

Table II presents a summary of the total timber volume, species composition, 
the number of bids and the average bid price for all species on each of the 18 
‘ advertised allotments for which bids were submitted. The allotments are listed 
in this table in order of increasing proportion of cedar volume in the total stand. 


TABLE II. rere allotment sales, st aalané Reservation, 1956 


| Percent of total volume | | High bid, | 
ee ess) ee oe. <= On | average 
Number volume | | ber of | Price for Range of bids 
| Heme | White | Spruce | White | bids all 
lock fir | pine species 





| $18, 28 | $11.28 to $18.28, 
| 29.61 | $11.72 to $29.61. 
| 33.06 | $19.21 to $33.06. 
22. 68 | 
23.29 | $8.89 to $23.29. 
28.00 | $15.92 to $28.00. 
13. 24 
12. 12 | 
211.49 
12. 39 
20.16 | $13.84 to $20.16. 
2 12.10 
2 12. 59 
15. 96 
14, 68 | 
22.00 
23.14 | 
26.84 
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749 
214 
422 
512 
580 

, 048 
2, 472 
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! Allotment was sold after a patent in fee was issued and information on the number of bidders is not 
av vailable. 
2 Bid price was lower than appraised prices and the allotment was not sold. 


This summary of information on allotment sales indicates a close relation- 
ship between the percentage of cedar in the total volume and the average price 
offered for all species. On 10 of the 18 allotments for which bids were received, 
cedar was not the predominant species. Competition developed for 5 of these 10, 
and acceptable prices were received for 9. In the remaining eight allotments, 
cedar was the predominant species. Bids were received for all 8, but competi- 
tion developed for only 1. Of the 8 bids received, only 3 were acceptable, the 
other 5 being below the appraised prices. 
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Although the major portion of the allotments sold were readily accessible to 
the highway, the average price bid for timber in these small sales was signifi- 
cantly less than the prices being received on the large, long-term contract sales. 
Of the total of 40 bids submitted for the 18 allotments offered for sale, over one- 
fourth were for average stumpage rates less than the average rates on the 
Taholah and Crane Creek units. 

These supervised allotment sales appear to offer all the advantages of the 
small, competitive-bid timber sales recommended throughout the report on Fed- 
eral timber sales policies. An additional advantage to the purchaser of a 
timbered allotment is the fact that he receives a patent in fee to the land and all 
Federal restrictions on the timber are removed.* It would have been reason- 
able to assume that the value of the timber sold under the supervised sales 
would exceed the market value of similar timber on the Crane Creek and 
Taholah units. The fact that the supervised-sale timber prices were lower than 
those in effect on the two units is a strong indication that the Crane Creek and 
Taholah contract rates reflected favorable market values at that time. 

On April 10, 1957, bids were opened on the offerings of 48 additional parcels 
of timbered trust allotted land on the Quinault Reservation—all being within 
the Queets unit. The minimum acceptable appraised rates were not advertised. 
These offerings are tabulated below. Again, the offerings are listed in order 
of increasing proportion of cedar volume in the total stand. 


Tas_e III.—Summary of timbered allotments offered for sale 












































Percent of total volume Num.- | High bid, : 
Orig- Total : | ber average 
inal No. | volume of price Range of bids 
No, M b. m, | Cedar | Hem- bids | for all 
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1 Bids were all below appraised price. 
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Most of these parcels had been cruised and appraised for sale purposes by 
independent consulting foresters—not by Indian Bureau employees. 

Six bidders submitted 10 bids for 4 of the parcels. 

No bids were received for the other 44 parcels. 

The high bid for one parcel was above the appraised price, and was therefore 
acceptable. 

The high bid on one other was below the appraisal but so close that it is being 
considered. 

Bids on the remaining two were so far below the appraised prices as to be 
unacceptable. 

The result—1 acceptable bid, 1 bid -possibly acceptable, 2 bids unacceptable, 44 
parcels—no bids received, 

The indications are that the prospective purchasers do not agree with the 
committee staff that timber in the same general area, containing the same species, 
is comparable and should result in similar stumpage prices. 
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COMPARATIVE ANALYSIS—QUINAULT AND SOLEDUC WORKING CIRCLES, OLYMPIC 
3 NATIONAL FOREST AND QUINAULT INDIAN RESERVATION 









1. Forest service sales, 1954 and 1935 


The available information on major new timber sales on the Quinault Working 
Circle of the Olympic National Forest during 1954 and 1955 also reveals the 
effect the presence of cedar has on stumpage prices for all species. Data for 
sales of less than 1 million feet, and salvage sales, have not been used. This 
information is summarized in table IV. 


TaBLE 1V.—Summary of new timber sales, Olympic National Forest, Quinault 
working circle, 1954 and 1955 


Total 





Percent of total estimated volume 

































Num- | Average 
Sale area sand ber of | bid price, 
feet Cedar | Doug- | Hem- — Spruce} bids jall species - 


board | las fir | lock 





Obst Cobertiascc.n< 25.52. - s ck 21, 700 





Dt. iiaccke 52 46 weed 8 $18. 31 
Matheny Creek... -......--.---- 46, 700 7 | 1 60 34 8 16. 06 
Prairie Creek... ......:..-..- iG 1, 600 § |. 45 GO B.cddl cs 3 12. 73 
South Fork Salmon River- .- | 19,300 too 50 Or Bepnchacces 7 11. 67 
West Fork Humptulips A---- -| 1,000 | 10 | 40 OO fics 3 10. 21 
West Fork Humptulips B__- 20, 500 11 11 42 jee 6 31.00 
East Fork Humptulips-. --| 20, 550 18 | 5 37 MN Recaiecninbins | 5 20. 10 








The relationship between the percentage of cedar and the average price of- 
fered for all species in the national forest sales generally: follows the pattern 
that has been discussed in the allotment sales shown in tables II and III. The 
presence of Douglas-fir in the last two sales listed in table IV offsets the increasing 
percentage of cedar. This is reasonable in the light of prices that have been 
offered for Douglas-fir in recent sales. , 

A factor which undoubtedly had a considerable influence on increased bid 
prices during 1955 was the labor strike during the preceding year. The strike 
resnited in a sharp decrease in log inventories. When production was resumed, 
demand for both lumber and stumpage was at a high level until inventories re- 
turned to normal. Active competition prevailed on most small, short-term sales 
during that period. 


2. Comparison of prices actually received for timber cut 


The congressional committees have drawn a number of conclusions concerning 
the inadequacy of stumpage rates on the Quinault Reservation when compared 
with bid rates for Forest Service timber in the same area. In order that stump- 
age rates may be compared on a more logical basis, the actual average prices paid 
for timber cut on the Quinault. Reservation and adjacent areas of the Olympic 
National Forest from 1950 to 1956 are presented in table V. 

The information compiled for the Quinault and Soleduc working circles of 
the Olympic National Forest which was used in this table was originally obtained 
to use for other purposes. Some of the earlier years included some sales at esti- 
mated volumes and bid rates rather than for timber actually cut and scaled 
during the particular year. This has now been corrected. 
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The original intention was to include only major sales which under ordinary 
circumstances eliminates most salvage sales. A recheck of the sales and ap- 
proximate volumes originally included in the table reveal that some, salvage 
material has been included. The forks fire of late 1951 resulted in some major 
sized salvage-sales and it was difficult to exclude all salvage material. Of the 
sales included about 30 percent of the 1952 cut, 28 percent of the 1953 cut, 30 
percent of the 1955 cut, and 7 percent of the 1956 cut was salvage material. 

For the year 1954 there has been set forth two compilations. The first includes 
about 44 percent salvage timber while the second includes no salvage material. 
It would appear that generally, except for white fir and hemlock, the exclusion 
of the salvage sales results in lower stumpage rates when the opposite would 
be expected. This effect is probably due to concentration of salvage operations 
and the postponement of cutting under the regular contracts which were executed 
in prior years. 


TABLE V.—Average prices received for timber actually cut and scaled, Quinault - 
and Soleduc working circles—Olympic National Forest and Quinault Indian 
Reservation, 1950-56 




















West- West- | | West- All 
Doug- ern White ern Sitka | erm All | species 
las hem- fir | red / spruce | white | species | except 
fir lock | cedar | pine | Doug- 
las fir 
| Peete eeterrent erste 
1950: 
Olympic National Forest. -.-..--. $13.64 | $5.87 | $6.56 | $13.57 | $5.97 | $5.42 | $8.68 $7. 28 
Quinault Indian Reservation....| 11. 66 4.11 3. 85 9.78) 9.14} 7.47) 6.55 6. 24 
1951: | | 
Olympic National Forest_.__-.-- 28.51| 5.96| 5.76] 14.98 | 10.57 | 8.15| 10.71 7.59 
Quinault Indian Reservation....| 11.83 | 4.62 4.17) 11.45) 9.44) 7.76 6. 66 6.49 
1952: 
Olympic National Forest !__....- 30.56 | 2.97| 3.02} 1642) 919] 6.32) 8.61 4.34 
Quinault Indian Reservation....| 12. 67 5. 06 4.34) 10.89; 9.22; 8.40 7.49 41° 
1953: 
Olympic National Forest ?__._-- - 36.44) 4.26) 6.02/ 14.54) 9.18] 13.21 | 10.68 5. 53 
Quinault Indian Reservation.._.| 14.41 | 5.22} 5.81] 11.06! 10,20 | 8.54 8. 21 7. 96 
1954: } 
Olympic National Forest (in- | 
cluding salvage) .........-.---- | $4.19; 3.07 3.11 14.94; 12.27; 9.97) 11.54 4. 34 
Olympic National Forest (ex- | is 
cluding salvage) -_............-. | 27.89; 4.23 3. 88 15.36 | 13.35 | 5.62 | 7.88 5. 40 
Quinault Indian Reservation....} 14. 78 5, 35 6.70} 10.85 | 10.55; 8.13 7.87 7. 48 
1955: | | | 
Olympic National Forest #__..._- 35.33 | 5.85) 9.11} 15.91 | 16.75 | 13.50, 13.25 7. 89 
Quinault Indian Reservation....| 14.86 | 5.65} 6.62} 13.43) 10.93) 9.31 | 9.98 9. 78 
1956: | | 
Olympic National Forest 4._._._- 32.05 | 8.03; 12.60; 18.97 7.78 | 13.17; 13.78 10 43 
Quinault Indian Reservation....! 17.35 | 6.89 7.05 | 14.88} 13.94] 12.48; 11.18) 11.03 


1 Includes 30 percent salvage. 
2 Includes 28 percent salvage. 
3 Includes 30 percent salvage. 
4 Includes 7 percent salvage. 


The values from this table have been plotted on graph paper and show some 
interesting results. All graphs show for 1954 the average returns from national 
forest land both inclusive and exclusive of salvage. 

Figure 1, on which is plotted the comparative average stumpage rates rec eived 
for all species, shows a generally ascending value pattern for the reservation 
and one of sizable fluctuation for the national forest. For the year 1952 when 
the national forest rates decreased about 20 percent, the reservation timber sold 
at an increase over the previous year. 

In Figure 2 is plotted the comparative average stumpage rates received for 
all species except Douglas-fir. This indicates that the average stumpage rate 
for all species, except Douglas-fir, received by the Bureau of Indian Affairs is 
generally higher than that received by the Forest Service. It will be noted that 
the elimination of the Douglas-fir has not appreciably changed the shape of the 
graph for reservation timber when compared to that where it is included. The 
Douglas-fir on the reservation is such a minor part of the total cut that it has 
virtually no effect on overall return, while for national forest return it has a 
very significant effect. 
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The Douglas-fir cut eliminated from the national forest computation changes 
the structure of that graph to a considerable extent. Although the graph does 
show generally a somewhat higher average return for the reservation timber, 
we are of the opinion that they represent reasonably close conformity in 
stumpage returns for both reservations and national forest timber. 

The arithmetical averages for all species combined, except Douglas-fir, over 
this 7-year period is $8.01 for reservation timber and $6.74 for national forest 
timber. 

Figure 3 for western redcedar again shows a greater uniformity of average 
return for reservation timber than for national. forest timber. The average 
return for reservation cedar is obviously lower than that cut from the national 
forest. This point of difference is an important item in a discussion of relative 
stumpage values. ; ’ 

Western redcedar approaches 40 to 50 percent of the reservation timber and 
is therefore the dominant species. As such it must bear its proportionate share 
of the development costs. If this burden were shifted to some other species the 
cedar stumpage rates would naturally be higher but those for the other species 
would need to be lower. We do not believe it proper to attempt such a change. 

The cedar on national forest sales generally constitutes a minor portion of 
the stands and as such could well be subsidized by the other species with little 
effect upon overall return. The cedar logged on the national forest during the 
past 7 years is less than 10 percent of the total. 

Another graph, designated figure 4, for western hemlock showing the average 
annual stumpage rates received for reservation and national forest timber are 
in relatively close alinement. Here again the annual return for reservation 
timber year by year is much more uniform while that for national forest timber 
‘is more erratic. 

A graph, labeled “figure 5,” shows the comparative stumpage rates actually 
received for white fir. The national forest return, although generally somewhat 
higher than the reservation return, is decidedly erratic. 

The erratic fluctuations in average stumpage rate returns on the national 
forest apparently indicate the influence of many short-term. one-season sales. 
When market conditions are good, there is a rapid rise in stumpage value. Con- 
versely, when market conditions are poor the decline in stumpage value is more 
quickly evident. 

The average stumpage returns for reservation timber follows a median path. 
The average annual returns are usually neither as high nor as low as the returns 
for national forest timber. A properly weighted analysis, on an overall basis, 
shows that over a period of years the average returns for reservation timber 
are reasonably similar to those obtained for national forest timber. This 
premise continues to be true even when it is recognized that the quality of the 
cedar is lower on the reservation than on the national forest. 

The graphs showing comparative average annual returns on the national 
forest and reservation will be referred to again later in this report. 


3. Bid rates versus actual returns 


Part II of the Report on Federal Timber Sales Policies contains the following 
statement at page 48: 

“While Indian Service contract rates were dropping in 1954, the Forest Serv- 
ice was receiving some of their highest bids on record for adjacent national- 
forest timber.” 

We have not computed the bid rates for the adjacent national forest received 
in 1954. Unless these bid rates represent actual receipts, they have little 
meaning. 

Figure 1 indicates that the actual average return from national forest tim- 
ber declined from 1953 to 1954 in a manner similar to that for reservation tim- 
ber. Figure 3 shows a decided rise for national forest cedar in 1954 with quite a 
decline in 1955. The reservation cedar return was almost constant. ; 

Figures 4 and 5 show declines in return for hemlock and white fir cut from 
national forest land and an increase for reservation timber. 

The inference that the bid rates had dramatically increased the return for 
national forest timber during 1954 as compared to reservation timber is not en- 
tirely supported by the facts. 
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The following table showing bid rates for national forest timber appears at 
page 55, part II of the report on Federal Timber Sales Policies. 


Species 1951 1954 | Increase 


| Percent 

Cee iste eee i S62 tries $20. 98 $28. 90 38 

Se er eeern SAL Load 11. 24 | 22.27 | 98 
7. } 115 


This table indicates a tremendous increase in value for national forest timber 
at bid rates from 1951 to 1954. Again these bid rates give misleading information. 
The average annual returns for these species actually cut from national forest 
land are as follows: 


TaBLeE VI.—Actual average rates received for national forest timber 











. ai * | 
Species eee erie Tee Tae Change 

| 1951-54 
—_—_— —|- 

| Percent 
es ete bie 282 Oo) bee $15. 56 $15. 26 $13. 20 | $18. 64 +20 
MING 2 ot 8s eh 6. 61 3.91 9. 04 | 4.79 -7 
Hewlock__-.._-- Nope es ccd 6. 84 3. 67 5.58 | 4, 34 —3€ 


| 





Actual returns for cedar indicate an increase of about 20 percent from 1951 
to 1954. The staff report fails to reveal the decline in cedar rates for the years 
1952 and 1953. The staff report, through showing bid rates, infers increases of 
98 and 115 percent for white fir and hemlock between 1951 and 1954. The high- 
est actual return for white fir was during 1953. The year 1954 return was lower 
than for 1951 by about 27 percent for white fir and 36 percent for hemlock. 

Another table in the staff report, table 17 on page 56, directs attention to the 
1952 appraised stumpage rates on the Crane Creek unit as compared to Forest 
Service 1951 average bid rates as follows: 


! 
Crane Creek [ National 
Species 1951 ap- forest 1951 Increase 
‘ praised rates bid rates ‘ 








— | 

Percent 
Seis behiiabtianttinenemmnbeiwrenaggediinsbascwcweenerawdbewinn $13. 30 $20. 93 57 
We re te See ce 6. 65 | 1124 69 
hed = nnecnhsimpcedlmenees | 6. 40 | 18 | 12 


| | 


— _ —_—_——— — — — - _ SS 


The Crane Creek unit actually was sold in June 1952 and not in 1951. The 
appraised rates on the Crane Creek unit became the bid rates. The bid. rates 
are those actually paid for the timber, modified only through quarterly adjust- 
ments as provided in the contract. 

We shall now compare the appraised rates of 1951 and the bid rates of 1952 
with national forést actual returns for these same years. 


TABLE VII.—Comparison of Crane Creek appraisal with national forest returns 


Crane Creek National forest actual re- 


| 
1 








. 1951 | turns for stumpage 
Species appraised L pa Bas tees 
and 1952 bid 
rates 1951 1952 
+ ETT ER ee z ————| ‘i — S 
ER ehenbnetnn samindstda eplaswxnuseccbqabpcuvssideasnated | $13. 30 | $15. 56 $15. 26 
I a ich dadetene 6. 65 6.61 | 3. 91 
ka Og 3 a ciekintadatonantekacod 6. 40 “6, 84 | 3. 67 
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This tabulation does not indicate the wide disparity in returns inferred by 
the staff report. 

The staff report assumes that the timber on both areas is the same and that 
the stumpage rates should also be about the same. This assumption is revealed by 
the quotation cited by Mr. Kephart from page 52 of the staff report, which reads: 

“If the Bureau of Indian Affairs timber is as good as the Forest Service timber 
it should command an equal price under competitive bids. The appraised rates 
give the impression that the Indian’s timber is better than the Forest Service's. 
Arguments that the Bureau of Indian Affairs timber is not as good as Forest 
Service timber, but that the appraisals are closer to fair market value, do noé 
stand against the record between Federal appraised and bid prices for all agencies. 
The disparity is far greater than should be found for substantial volumes of tim- 
ber of identical species purchased from the same general area for the same 
market.” [Italics appears in the quoted text. ] 

We do not concur with the inference of this statement that the appraised rates 
give the impression that the Indian’s timber is better than Forest Service timber. 
This statement apparently is the result of comparing the appraised value of the 
Crane Creek timber with that of the national forest for 1952. Reference to figure 
1 which showed comparative stumpage rates indicates that the national forest 
sold its stumpage during 1952-at unusually low rates and that the Crane Creek 
appraisal was within the normal range of values. 


4. Probable effects of short-term versus long-term contracts 

It was shown in table V and in the graphs that the timber sold from the na- 
tional forest resulted in more erratic average annual returns for stumpage than 
for the timber sold from the reservation. The quarterly ratio adjustments have 
followed the trend in market conditions and actually have been responsive to those 
conditions. 

It would be impractical to attempt to consider the short-term fluctuations as 
they might occur in those contracts as contrasted to long-term contracts. The bid- 
ding on short-time contracts is of an anticipatory nature which does not neces- 
sarily follow market conditions. Short-term sales may result in bids which are 
high if the prospective purchaser anticipates a rising market or very low if a 
declining market is anticipated. Other factors which influence bidding often be- 
cloud this basic premise. A comparison of the profit ratios allowed in the ap- 
praisal to those which result from bid rates, using the same data except appraised 
rates, does not indicate the actual profit margin which the purchaser may obtain, 
For example, the appraisal may have provided for a 7-percent profit margin, The 
purchaser bids more than the appraised rate, which in theory reduces the profit 
margin, let us say to 4 percent. Subsequently, the market value of the product 
increases and the purchaser may obtain a profit margin of 10 percent or more. 
With a steady market the purchaser may obtain only the profit margin which was 
recalculated. In a declining market the purchaser probably would be in trouble. 

It is a well-known fact that such anticipatory bidding does not always follow 

market conditions. If a purchaser guesses wrong a few times he must later 
recoup his losses or eventually go out of business. The premise that stumpage 
rates in long-term contracts must exactly follow short-term fluctuations of this 
nature is not basically sound. Any stumpage rate fluctuations which are related 
to market conditions are responsive to the extent of the relationship. 

The average annual stumpage return for all species on the national forest 
shows a tremendous drop for 1952. We are not aware of any economic condi- 
tions in the lumber industry which would support such a decline. The lumber 
industry market trend- was actually upward during 1952 as indicated by the 
stumpage rates received for reservation timber. 

In all probability the decline in the average annual return for national forest 
timber during 1952 was the result of placing large quantities of timber on the 
market due to the Forks fire late in 1951. It is reported that over 200 million 
feet of this burned timber was placed on the market during 1952 with particular 
emphasis on the immediate removal of hemlock and white fir. The cutting of 
this timber was concentrated in 1952 and 1953. 

Placing these large quantities of timber on the market in such a short period 
of time had the effect of supplying the national forest timber purchasers with a 
volume of timber to be harvested equal to, or more than their normal capacity. 
This had a definite influence on prices received for the usual timber sales made 
during that period as shown by the large decline in return during 1952. The 
stumpage rates in the Crane Creek sale, made in 1952, did not give considera- 
tion to this local decline in value. 
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Based on the theory that the ratios should give stumpage rates which are 
responsive to local conditions, in that the rates should reflect those received on 
the adjoining national forest, the reservation stumpage rates should have been 
drastically reduced in 1952. The ratios actually resulted in increased stumpage 
rates since they were responsive to conditions in the log market areas and 
not to conditions on the national forest. 

If reservation stumpage had been placed on the market in short-term sales 
during the Forks fire salvage period, the result might well have been drastically 
reduced stumpage rates, the evidence for which appears in national forest sales. 
The timber was already under contract and the purchaser was required to pay 
stumpage rates in effect and was obligated to cut certain minimum volumes at 
those rates. 

This situation illustrates the obligations of the purchasers under the Taholah 
and Crane Creek contracts. These contracts return to the stumpage owners 
neither the highest nor the lowest prevailing local stumpage values. 

5. Species composition 

The predominance of hemlock and white fir on areas outside the reservation, 
and the predominance of cedar on the Indian lands apparently provides the 
key to the more favorable demand for Forest Service timber. The differences in 
species composition between the Quinault Reservation and the combined Soleduc 
and Quinault working circles of the Olympic National Forest are shown in 
table VIII. Data for the national forest areas and for the “other units” of the 
reservation are based on timber cut from 1950 through 1956. Records for the 
Taholah and Crane Creek units begin in 1950 and 1953, respectively, when cutting 
began under these contracts. Composition data for the national forest, there- 
fore, are determined from more than 900 million feet. The reservation species 
composition is based on the production of 188 million feet from the Taholah 
unit, 130 million feet from the Crane Creek unit, and 320 million feet from other 
units. 


Taste VIII.—Percent of-volumes cut, by species, 1950-56 


| Olympic Na- 
































Quinault Indian Reservation 
tional Forest, aind 
Species Quinault and | 
Soledue work- Taholah Crane Creek | Other units 
ing circles unit unit 
: | 
} | _ = — r 
18.4 1.1 | 5 6.9 
45.3 27.7 | 26.3 65.1 
25. 1 6.0 | 8.7 i 
9.6 47.7 62.1 15.4 
1.5 16. 2 1.9 11.2 
1 1.3 |, 5 2 
Mebtwre 100. 0 100.0 | 100.0 100.0 


It is immediately evident from the table that there are considerable differences 
in species composition in these timber stands. Forest Service areas adjacent to 
the reservation contain from 10 to nearly 100 times the percentage of Douglas-fir 
found on the Taholah and Crane Creek units, respectively, and nearly 50 percent 
more hemlock, but only about one-fifth the proportion of cedar. The very sub- 
stantial volumes of timber taken from the national forest and from the reserva- 
tion grew in the same general area. It might be expected, therefore, as the com- 
mittee staff has assumed, that the stands would be similar in composition, but the 
facts reveal that they are substantially different. 

6. Forest service regional cost guides 

It has been assumed by the committee staff that the values in the direct logging 
cost guide prepared by the Forest Service are freely interchangeable with direct 
logging costs for use on the Quinault Reservation. We do not agree with this 
assumption. It is a relatively simple matter to select the raw cost data of 

‘ several bureaus and interchange them to obtain whatever results are desired. 
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The 1955 cost guide of the Forest Service was made up on the basis of a range 
of costs as determined for the operators under consideration. These costs were 
as follows: 


Logging and overhead: 

: Felling and bucking $2. 59 to $5. 98. 
Yarding and loading $3.17 to $8. 96. 
Logging equipment repair $0. 21 to $2. 16. 
Supervision $0. 40 to $1. 35. 
General and administrative $0. 32 to $2. 56. 
Payroll tax and industrial insurance $0. 68 to $1. 33. 
Depreciation 
Hazard reduction 
Fire protection 
Forest Service requirements 

Transportation : 

Truck haul (cost per Mb. m./mile).....-...-.....__-.... $0. 17 to $0. 65. 
Railroad haul (cost per M b. m./mile)~-.___-______________ $0. 08 to $0. 12. 
Reloading $0. 74 to $2. 58. 
Dumping, rafting, scaling $0. 85 to $3. 00. 

Development: 

Road construction $1. 91 to $13. 84. 
ram en oS $0. 05 to $1. 50. 


The cost guide for 1956 does not give a complete breakdown of range in costs 
except for some of the direct logging costs. It is stated that 90 percent of opera- 
tions were within this range: 


Senne UIE a a mem neween end Sos OL 00 $5. 87. 
Yarding and loading $3. 62 to $8. 34. 
Logging equipment repair $0. 78 to $2. 38. 


There is in the 1956 cost guide an item of “road overhead” which did not 
appear in previous guides. We do not know the origin of this item unless it was 
taken out of “General expense and administration.” 

The Forest Service regional cost guide for 1956 appeared under date of July 
13, 1956. It varies slightly from that used for the Olympic National Forest. 

In order that there will be no misunderstanding, information obtained by 
Bureau of Indian Affairs personnel concerning the Olympic National Forest 
appraisal cost guide for 1956 is set forth below together with the cost used in the 
1956-57 Crane Creek and Taholah stumpage adjustment studies. The items for 
the reservation costs have been adjusted to include a 4 percent increase in costs 
over the costs used in a previous study. The transportation and dev elopment 
items under the Forest Service guide are je Epgromal averages. 


Olympic 
National 
Forest cost [| Crane Creek Taholah 
guide for 
1956 


Felling and bucking 

Yarding and loading-- 

Equipment repair : 

General and administration. 

Depreciation_- 

Payroll taxes and insurance. 

Supervision___--_. 5 Asse 

Fire protection SAGhAl ibbideti dni nn ake 

Hazard reduction cchecnereate tradeipbatidn tne du ee wh pwert 
Forest Service requirements - 


~Isbo 
ocr cr 


- RRP PS 
Ss 


23s 


' BB 





cree a logging costs_. 
Transporta’ 
Docslomentr 
Road overhead. ..........-.--- 


Total, logging costs 


' 





We know of no reason why the average operating cost for logging timber 
from the Indian land should be the same as that for national forest land 
since the conditions are not the same. The Forest Service varies the aver- 
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age Operating costs for different areas between which there may be greater 
similarity than between national forests and Indian reservations. It would 
be equally valid to assume that average road construction and transportation 
costs, since they are averages, could also be submitted. 


7%. Matheny Creek sale—Olympic National Forest 


We would prefer not to discuss the appraisal work of the Forest Service 
because of the limited background knowledge of the circumstances under 
which the appraisals were made. It requires familiarity with the problems 
peculiar to the Forest Service before an adequate comparison can be made. 
We can, however, as others have done, simply go through the mathematics 
involved. 

Since some comparisons of this type have been presented by the commit- 
tee staff, it will be necessary to use some Forest Service data and appraisals 
in order to show a degree of comparability. We do this merely to reveal 
some of the erroneous assumptions and conclusions that are present in the 
appraisal comparisons that have previously been placed in the records of 
these hearings. 

Since the Matheny Creek sale by the Forest Service has been the subject 
of discussion several times during the hearings, it will be used as a basis 
for measuring comparability. This area is relatively close to the Quinault 
Reservation. The estimated volume involved in this sale is 46,900,000 board 
feet. Species composition and topography on these sales and on the reser- 

vation sales are different. The species composition resembles other national 
forest sales more than the species composition on the reservation. 

As evidence of the alleged inadequate appraisal procedure used by the Bureau 
of Indian Affairs, there was submitted a theoretical appraisal of the Matheny 
Creek No. 1 sale. Selected data from Indian Bureau appraisals were substituted 
for the data actually used by the Forest Service. The result gave a negative 
value of $0.48 for hemlock. This is an example of misuse of data to prove a 
desired conclusion. 

The species composition of the Matheny Creek sale as estimated by the 
Forest Service is as follows: 


Species Volume Percent 





Thousand 


board-feet 
Cedar. .....-- teCash pak ie | 1, 800 


Hemlock. -.-- : 5 hieeteAlensiideniies inst atiaieisiatitnnals aa ath dali 28, 200 
White fir: : : silahaientien ohana ; 16, 000 
Douglas fir... : ie cee 550 


Spruce ‘A 350 | - 
46, 900 | 100. 





It is evident that the important species in this stand are hemlock and white 
fir, amounting to 94.4 percent. Any changes in the appraised or bid values of 
cedar, Douglas-fir and spruce will have only a minor effect on the total average 
return. 


TABLE IX.—Statistical information on Matheny Creek sale 





Cedar }| Hemleck wien | Dente Spruce 


Minimum cut at bid or reappraised rate, 

is higher. -_-- 760 (‘) 
Volume cut at bid rates | |} 11,820 | 6, 780 140 
Appraised rates $1. 65 | $1. 65 | $8. 40 


Estimated volume, thousand board-feet 1, 800 3 200 | 16, 000 550 
| 
| 


18, 600 | 240 


Bid rates, effective Apr. 15, 1954-.-----------_ =o. $16.00 | $16.00 | $30.00 | 
Reappraised rates, Apr. 1, 1956. $26. 30} $11.75 $14. 10 $43. 20 | 





1 Western hemlock and white fir. 
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This timber would return certain average values depending on the conditions 
imposed, as indicated in the following table: 
Average return 
per thousand 


: board-feet 
ae GE a rreees Teen. EN Sa, ee het a La $1. 80 
Sale et bid. rates.Cwithout reappraisal)... hen tcnene 16. 08 
eS Re la pa ee pO 13. 51 
Expected return for volume cut at bid rates with remaining volume to be 
i cceunsbenepnbmontanenenegbn oeptenmapebncert 14. 80 


If this contract were reappraised in 1957, it probably would be necessary to 
reduce the stumpage rate for cedar, although a reduction would have very little 
effect upon the final average return. 

The complexity of the problems involved in appraising and reappraising stum- 
page is revealed by a comparative analysis of the Matheny Creek and Crane. 
Creek units. 

The Crane Creek unit was sold during the second quarter 1952 although the 
appraised rates were derived from the third quarter 1951. At the time of bidding 
(during the second quarter 1952), the timber was sold at the appraised rates. 
The average log prices as computed by the Bureau of Indian Affairs were at 
certain levels during the pertinent quarterly periods: 


2d quarter, Appraised 
Species 1952, average | and bid rates, 
log price Crane Creek 


a Na $47. 96 $13. 30 
Deen cen eT eee ace naneuas eres 43. 82 6. 40 


At the time of the Matheny Creek sale, April 14, 1954, barely into the second 
quarter 1954, the average log prices compared to appraised rates were: 











ist quarter, Appraised | a 
Species 1954, average rates, Bid rates 
log price M | Matheny | 
li Na mG Lebolat stuioieod Ai wligeege $50. 92 | $3. 50 | $14 
es Se ss Weppebitichkindccdanudndninddeniodoncdied | 41.74 | 1, 65 16 


The Matheny Creek timber was reappraised early in 1956, during which time 
the following conditions prevailed : 





ist quarter a d 


Species , 1956, average rates 
; log price 
CTE enn se cama oenhioaibuansummeine $59. 27 $26. 30 
ida nnndiomacnud 42. 23 11.75 


From the time of sale to the first reappraisal, the log value for cedar increased 
about $8.35, but the stumpage was increased $22.80 over the appraised rate and 
$12.30 over the bid rate. The hemlock log value increased about $0.49 but the 
stumpage rate was increased $10.10 over the appraised rate and decreased $4.25 
under the bid rate. 
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A reappraisal of the Matheny Creek cedar and hemlock at this time, employing 
current Forest Service log values (see table I), both original and revised log 
grades, and production costs of the first reappraisal, would result in virtually 
no margin for the operator. 


Original | Revised Forest Weighted | Weighted 

Species ; grade | grade Service average average 

percent percent log | original revised 
values 























Original | 
grade percentigrade percent 
| 





Cedar stumpage rate-.-. ALETERRI ES OR TCE Lee $26. 30 | $26. 30 
lst reappraisal logging cost..................-..---...-.-- . 39. 35 

Estimated cost to purchaser ___- 65. 65 65. 65 
Cedar log value based on original and rev ised log gr: ade percentages acaba 4, 66. 00 


DEBTOT: CORE CONE one nko en eed ene 6 +.35 


Hemlock stumpage rate _- . cl ada aren 11.75 
lst reappraisal logging cost_....___- a iat grees eae eee eae 39. 35 | 39. 35 


Estimated cost to purchaser. acai | " 51.10 
Hemlock log value based on original and revised ‘log grade percentages_- . 51.30 








Margin over cost .6 +.20 





The above computation does not include any allowance for profit margin. 

We do not imply that the Forest Service would use the data in this manner 
as a basis for adjusting stumpage rates. It does point out how the simple appli- 
cation of mathematics may be misleading. 

It is difficult to conceive that if it were possible to reduce appraisal work to © 
a purely mechanical basis why it has not already been accomplished. The differ- 
ences of opinion among appraisers do not reflect incompetence. They reflect 
real concern in the attempt to obtain fair and reasonable stumpage values. 

Since all cost items used in an appraisal are estimates, the total result is an 
average of estimates. There is the distinct possibility of compensation for errors 
of estimate in the overall average, as well as the possibility of compounding any 
errors of estimate. This is one of the reasons why it is necessary to use judgment 
in the preparation of an appraisal. If all estimates were absolutely correct, there 
would be no need for Sate or for consultations concerning proposed stump- 
age rates. 

That the Forest Service recognizes the need for deviations from standard proce- 
dures based on average conditions is evidenced by the following quotation from 
section 501.2, page 1, of the proposed Forest Service appraisal manual : 

“* * * Tf in the judgment of the appraiser, observance of the guidelines would 
prevent proper consideration of all significant factors, he should present his find- 
ings in a manner which does properly evaluate them.” 

Information which has been available to the Bureau of Indian Affairs does not 
indicate the slavish use of regional average direct logging costs without variation 
by the Forest Service. In a series of 9 Forest Service sales made in 1 year from 
the Olympic National Forest, the direct logging costs show a spread of $3.22 
between the high and low. 
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8. Production cost comparison 


In order to provide some basis for comparability, the direct logging costs used 
by the Forest Service in the Matheny Creek sale appraisal will be adjusted to pro- 
vide for costs not generally applicable to national forest timber. 

Since logging costs represent an average for the conditions under which the 
timber is cut, those applied to Quinault Reservation sales cannot be the same as 
those used by the Forest Service. There are factors which must be considered in 
these reservation contracts which the Forest Service does not encounter. A pur- 
chaser dealing with the Forest Service is concerned only with one landowner- 
ship. The Quinault Reservation, which is divided into approximately 80-acre 
allotments, presents problems that need not be considered by the Forest Service. 

The corners and lines must be located, retraced, brushed out, and clearly 
marked on every allotment or part of which is included in the cutting block. As 
the timber is felled and bucked, each log must be marked for proper identification 
of ownership. When they are loaded onto trucks, each log must be branded with 
the registered brand assigned to the particular allotment. All of these operations 
are an expense to the purchaser. 

The scaling and grading bureau imposes extra scaling charges for each addi- 
tional brand reported in any month. There are numerous brands involved in each 
month’s scaling. 

Other overhead costs encountered on reservations pertain to the engineering 
of roads and the location of cutting blocks and landings. This work, in Forest 
Service sales, is done by the Forest Service. It is accomplished by the purchaser 
in the sale of Indian timber. 

All engineering plans are checked by the Bureau of Indian Affairs forest officer 
in charge of each sale. The preliminary plans are most frequently agreed upon 
through cooperation between the purchasers and the forest officer. All pro- 
posals receive a thorough inspection on the ground before approval is recom- 
mended. In cases of disagreement, conferences are held with the purchasers 
which result in plans satisfactory to the Bureau. 

Some of the additioanl costs for producing timber on the Quinault Reservation 
are estimated below: : 

Per thousand 
board feet 
1. Allotment corner location, line location and rerunning, brushing out 





a ces anni aire ar inna en cnn asin Shs on intiaoe noeo me enansh uke $0 .25 
2. Marking logs for identification after cutting_.__..._._.__._____-_____-_____ .10 
B-Bieprameine lows-at Cline OF 10GGIN Reco rre nnceee ss nenccu . 05 
4. Additional scaling costs because of numerous brands__--___-_-_____~_ . 20 
Neen ee ee ene neces eae eae et . 05 

eee, Ri tnt eee eee EIS Es of pA) Bike 0. 65 


Engineering costs are also incurred on the Quinault Reservation sales which 
are not a part of the Forest Service appraisals. This cost is estimated to be not 
less than $0.25 per thousand board feet. 

It is conservatively estimated that the additional cost, listed above, on Indian 
lands is at least $0.90. ; 

At the time of appraisal, the total cost of production on the Matheny Creek 
sale was estimated to be $38.64. This total cost was broken down into direct 
logging cost, transportation, and development. The stumpage adjustment study 
made by the Bureau of Indian Affairs in 1955 was broken down in a similar 
manner and is as follows: 

















Direct Transpor- Develop- Total cost 
Logging cost tation ment cost 
Matheny Creek.._____........-.-.---------. a $20. 49 $13. 83 | sis2| . $38.64 
Wee see cute sk Als IRR | 22. 00 7.85 |. 2.75 | 32. 60 
RI i iis cinidlciinsinin cements ‘ 9. 00 2. 32. 7: 
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Since we are concerned only with a comparison of direet logging, costs, that 
portion assigned to the Matheny Creek sale will be adjusted to be comparable: 
Logging Additional | Comparable | Difference 

cost direct cost 


Matheny Creek 
Taholah 


The reappraisal in 1956 on the Matheny Creek sale increased total costs over 
the original appraisal by $0.71 to a total of $39.35. In the 1956-57 stumpage ad- 
justment study on Indian lands, the direct logging cost was increased $0.90. 

The average direct logging cost guide for 1956, for the Olympic National 
Forest, was increased by $0.71 over the previous year. It is assumed that the 
increase in Matheny Creek costs was applied to the direct logging cost. The 
increase of $0.71 is 3.4 percent of the direct logging cost used in the original 
appraisal. At the same time, the Bureau of Indian Affairs increased direct 
logging costs by approximately 4.0 percent. 

The following table shows the net result of these changes in 1956-57: 





Additional | 
Original costs on Comparable | 
direct Increase Indian direct Difference 
logging | in 1956 lands | Jogging 
cost | increased | costs 
3 percent | | 





| 
| 
| 
| 


Matheny Creek $20. 49 | $0. 71 | : $22. 13 
Taholah slctes | 
Crane Creek 


The direct logging costs as estimated for the Indian lands are $0.77 and $0.52 
higher than costs used by the Forest Service on a sale area which is reasonably 
close to the Taholah and Crane Creek units. The Forest Service in appraising 
and reappraising this sale obviously did not use regional average direct logging 
costs of $17.57 but found it necessary to apply judgment in the application of 
these average costs. 

On page 230 of the transcript of the hearings of April 15 appears the follow- 
ing statement by a committee staff member : 

“However, Forest Service appraisals are excellent because the Forest Service 
apply their average data with great consistency during any pricing period. 
Average log values, average logging costs, and profit and risk allowances are 
applied almost uniformly while timber quality, road costs, and other variables 
peculiar to the sales are estimated separately.” 

Two specific Forest Service sales in support of this statement are then cited. 
An analysis of the appraisal on these sales does not support the above-quoted 
statement. 


9. Salmon Creek No. 3 Olympic National Forest timber sale 


The Salmon Creek No. 3 sale is 1 of 2 sales cited as being examples of uniform 
and consistent appraisal practices utilizing average costs as provided in the 
regional cost guide as well as regional average log values. The Salmon Creek 
No. 3 sale will now be considered. 

The Salmon Creek No. 3 sale was made on February 11, 1957. As we under- 
stand it there were two bidders. 

The appraisal data obtained from the forest supervisor’s office indicate that 
log values used were those in accordance with the regional log selling price 
guide dated November 9, 1956. 3 
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The volume of timber estimated for the sale area was: 


et 





Volume 
Species (thousand Percent of 
feet board total 
measure) 
EE. od Gd nero oct mange cesne= Ook ateaig kare oneness aetna ae tge 100 0.4 
LAs REL. wute- ke ckciat...sepu, Celaiol~ dence Sas Se] 9, 400 39.5 
RP RNEO Mes Ais oa. tes ~dibads ise gni Lawes ob eandeas RE ene ner 13, 800 | 58. ( 
Cedar and other species- ._-....=-.---.+.--s.-<--+... Reinivteli Actenamiatann aeniee tien 500 2.1 
ORG Ol aid Berets 5 lad dee «Shap op Seep thd oqo pitioneyasaess 23, 800 | 100.0 
Production costs given were: 
IN i dgikicliiebintithi nani bteiemnnhk arn epeem eee $17. 71 
I I cc rrenieshemninn ent hansen engnaner et exprermonense 14. 25 
IG i ba ii diisin nti mdibneedbanee en nmiinn 4. 84 
I sacecracactinamlacichih acecicecesin a aT 36. 80 


A profit ratio of 0.07 was used for the profit and risk margin. The amount of 
the cooperative sale area betterment charge assigned to this sale was $0.35 per 
thousand board-feet. This item is customarily known as K. V. 

The use of these values provides the following information: 


Appraised stumpage rates: 


ncrreres 00a eRe So Se le ce eed $43. 36 
EE CE Daan i a, VE SG EF EES ee ce 11.19 
een ee ee rine Ser a oe 13. 76 


Ne ee eee ee ek eer mrreinmanwiliic 26. 34 
-The advertised and bid rates were shown as: ; 











Douglas-fir White White fir Cedar and 
hemlock other species 
See aes or Tp ere ty 
Avertiond rates. 50s ek cl. $42. 55 | $10. 35 $12. 95 | $25. 50 
ON WN Sa Sie db bet ining subbidihtnids S46 42.85 | 


10. 35 12.95 | 25. 55 








The average prorated profit margin is $3.49 per thousand board feet. It will 
be noted that the timber was advertised at less than these appraised stumpage 
rates. When the given data is employed to compute the profit and risk margin 
on the base of the advertised rates, the profit ratios are: 


Recomputed profit ratios: 
a see AE pine ee B eR la Ei Seay: Cap pe edna. Mall ET hee se RY Dads $0. 075 


a ee eS ea te Re OD te ee SO . O87 
Cee ne ee ee Se ee ee ees . 087 
a a puitiseemspucisn eomsimunpeeniaseomionmmabeneninan . O86 


The average prorated profit margin obtained by using the above values be- 
comes $4.32 instead of the $3.49 shown above. 

The cost data apparently was readjusted before the sale was made. In this 
readjusted version, total costs were increased from $36.80 to $38.01. The profit 
ratio apparently was reduced from 0.07 to 0.064. As nearly as this changed in- 
formation can be computed, it results in the following appraised stumpage rates : 


Appraised stumpage-rates : 


Douglas fir___-----------------= oli bs = $k abt mcs ea nkm Shen tOd $42. 57 
TIN CI oe ro ean bao meh atid nah 10. 24 
PI nae err a ES ee Saas ey Oe 
cnet alsin ew vpinddemesienndivewanamepions 25. 47 


The average prorated profit margin under this computation is $3.23. 

The advertised rates correspond very closely to the appraisal rates in this 
computation. 

We are not passing judgment on the validity of these computations and re- 
computations but point out that some differences of opinion on stumpage values 
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apparently existed. If the first computation is the correct one the profit margin 
is greater than the appraisal indicates. In the second computation the profit 
margin is less than is the first although costs are higher. It apparently was 
necessary to use judgment in this case rather than relying entirely upon 
mathematics. 

All of the timber cut on this unit at the bid rates will result in an average 
stumpage rate return of $12.34. 


‘10. West Fork Humptulips No. 8 Olympic National Forest Sale 


This sale was made on January 7, 1957, the successful purchaser being the 
Anderson & Middleton Logging Co., one of two bidders. 

The appraisal data obtained from the forest supervisor’s office indicates the 
use of log values in accordance with the regional log selling price guide for 
Grays Harbor dated February 16, 1956. 

The volume of timber estimated in the sale area was: 


Species Percent of 
total 


Douglas-fir 


Production costs given were: 
Logging and overhead 
‘Transportation 
Development 


Total cost 


A profit ratio of 0.05 was used to obtain the profit and risk margin. 
amount of K. V. assigned to this sale was $0.45 per thousand board-feet. 
The use of these values provides the following information : 


Appraised stumpage rates: 
Douglas-fir 
White hemlock 
White fir 
Cedar and other species 
The advertised and bid rates were shown as: 





Douglas-fir | Whitehem-| White fir Cedar and 
2 


lock other species 


Advertise! rates i i $42. y : . 50 $24. 55 
Bid rates ’ | 2. 05 5. 50 . 50 24. 55 


The average prorated profit margin is $2.82 per thousand board-feet. 

The advertised rates were less than the appraised rates except for cedar. 
When the given data is used to compute the profit and risk margin on the basis 
of the advertised rates, the profit ratios are: ; 


Recomputed profit ratios: 

Douglas-fir 

White hemlock 

White fir 

Gedar and other species... .. ois i a i eh lee . 025 

The average prorated profit margin obtained by using these values becomes 

$7.19 instead of $2.82 shown above. It is also interesting to note that according 
to this computation the production costs are carried largely by the species other 
- than cedar, 
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The appraisal on the West, Fork Humptulips No. 8 sale apparently was read- 
justed@ at a later time. In this readjustment log selling values were reduced for 
western hemlock and white fir and increased for cedar and other species. The 
total logging cost: was increased by $2.12 to $41.12. The profit ratio was in- 
creased from 0.05 to 0.064. 

As nearly as can be determined the appraised stumpage rates are as follows: 


Appraised stumpage rates: 


Dougias- Mies... 25201 -innaries ond O-se-eh> gtk neater <ragh-te $41. 95 
I sine eresien i mtaas oahen Aetiawen dacs 6. 23 
I eter a 8 Eee hpmataartetancn rarenenets iceaee 9. 28 
I ne  naininm oer epe mele pme 24, 41 


The advertised rates were: 
Advertised rates: 


I a a ta aN a al a eae inning ov ees soem ec rani apeaben a mes moan ra $42. 00 
ON 6. 50 
ih itis Cineintatenteone uh iiMie init peter enes ie wimasininee Sime sit mie 9. 50 
IN NRT i teres SIH mn eee eines 24, 55 


The average prorated profit margin under this computation is $3.39, an increase 
of $0.57 over the first computation. 

The changes in the two appraisals again must be the result of application of 
judgment. ‘The log selling value increases and decreases made in the adjusted - 
appraisal, appear to run counter to the trend. 

The original appraisal as contrasted to the advertised rates would have sub- 
sidized the cedar at the expense of hemlock and white fir. The changed log 
selling values appear to accomplish the same objective provided the original log 
selling values represented reasonable value. 

The above analysis indicates the necessity for the use of judgment in making 
appraisals... It appears that the Forest Service did not consider its regional 
guides for average logging costs and log values as infallible rules when these 
appraisals were made. 

The average return for the timber on this sale for all species cut at the bid 
rates will. be. $11.91... The species composition on the West Fork Humptulips 
No. 8 sale resembles.the species composition of the reservation more closely than 
any other national forest sales which have been discussed. 


ROAD CONSTRUCTION AND DEVELOPMENT 


It has been pointed out in committee staff material that development costs of 
$2.85 on the Taholah unit and $2.10 on the Crane Creek unit are so far below the 
Forest Service average that there is some question of their validity. 

Most Forest Service roads are built in more rugged terrain and consequently 
are more expensive. The terrain on the reservation is considerably different. 

The Crank Creek unit is relatively flat containing swamp land and a high 
water table. In particularly swampy areas it is frequently necessary to pre- 
pare a “floating” bed upon which to build the roads. It is often necessary to 
prepare a bed of stone and gravel to depths of 2 and 3 feet on which to place 
the road surface. 

The Taholah unit, in addition to many swampy areas is also sharply broken 
between elevations from sea level to about 600 feet. In this type of terrain 
more spur roads are necessary than on the Crane Creek unit. 

The appraisals on the Crane Creek and Taholah units made in 1948 discussed 
the development of these areas. 

Some uncertainty existed with reference to the Crane Creek unit and its 
development. The Ozette Railway which extended into the Quinault Lake unit 
was considered as a possibility for logging the unit. At that time it could not 
be determined who would be the successful bidder and whether he would want 
to use this railroad or provide access by some other means. 

The appraisals on these units did not provide the breakdown now in use be- 
tween logging costs, transportation and development. It was the custom to 
include all these items under one heading of total logging costs. This cost data 
was segregated to some extent in recent analyses of cost but not as completely 
as is now the procedure. 
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Tostueering costs are still included in general overhead. A technical consider- 
ation of this item would include it with development costs. Spur roads, which 
are used only in connection with logging a particular block of timber, have 
peen considered a part of the setting and their cost included with yarding and 
loadin 

The inclusion of these items under development costs would increase those 
shown by an.appreciable amount. 

At the time of the most recent stumpage adjustment study, development in- 
formation on one unit was available for 3 years’ experience, and on the other 
unit for 5 years. For these contracts, this is a relatively short period of time. 
We expect to study the development costs at the appropriate time so that proper 
adjustments may be made. The study will take into account all of the timber 
to be hauled over the roads. 

Although we are in agreement with the purchasers as to the approximate 
miles of road required on each of the units, there is not necessarily agreement 
on the costs of these roads. Logging road costs projected for a 30-year period 
can be only a guess and serve as a point of beginning for discussion. A complete 
engineering job may or may not serve a useful purpose. It is doubted very 
much that road construction activities within 10 years will be the same as at 
the present time, any more than present construction is the same as it was 10 
years ago. 
. PROFIT AND RISK 


There has been considerable criticism of the percentage rates allowed under 
profit and risk. 

The profit and risk allowance in the original appraisal was 15 percent on 
the cost of production exclusive of the cost of the stumpage. 

In the 1955 stumpage adjustment studies allowances of 15 percent for cedar 
‘and 12 percent for all other species were used. In the February 8, 1957, reports, 
the profit and risk allowances were reduced to 12 pereent for cedar and 10 
percent for all other species. 

Region 6 of the Forest Service under date of July 16, 1954, issued instruction 
to reduce current average profit ratios from 12 percent or 13 percent to 10 
percent or 11 percent. A memorandum of November 9, 1956, suggested a range 
of profit ratios from 7 percent to 12 percent. 

The computation submitted for the committee records on April 15, by a 
member of the committee staff, employed selected Forest Service and Bureau 
of Indian Affairs data. It utilized a profit and risk alowance of about 7 percent 
which, it will be noted, is the lowest figure in the range of profit-risk allowances 
that was suggested by the Forest Service for use in its own appraisals.. It also 
was reported that the average profit and risk alowance in 1956 in the Olympic 
National Forest was about 5 percent. 

The following profit margins which have been allowed on the Taholah and 
Crane Creek units, except for the 1948 appraisals, have been prorated in accord- 
ance with the volume of each species produced. 


Taholah Crane Creek 





1948 appraisal. es Su bbitde ddtink ‘ . f $4. 31 
1955 adjustment. ine vengie~ eseibandeey <demhupeieehte> «Sie 6. 47 
1986-57 proposed adjustment-........_._..._.---.-.-.---.-.---------.-.-----_| 5. 2 5.49 


The prorated profit margins, that were suggested as appropriate by a committee 
staff member were $3.77 for the Taholah unit and $3.95 for the Crane Creek unit. 

The profit margins on the Salmon Creek No. 3 sale may be varied between $3.23 
and $4.32 depending on the computation. On the West Fork Humptulips No, 8 
sale, which contains about 20 percent cedar, the profit margin may be varied 
between $2.82 and $7.19, again depending upon the computation. The profit mar- 
gins for the Taholah and Crane Creek contracts fall between these extremes. 

We are not aware of the relationship which may exist on Forest Service con- 
tracts between profit ratios, production cost, and product value. Neither are 
we familiar with how the Forest Service handles these various factors. How- 
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ever, it should be obvious that the profit ratios of 0.05 to 0.07 do not appear to 
provide the necessary range of profitmaking possibilities to purchasers. Returns 
approaching this magnitude may be obtained through investments which are not : 
nearly as hazardous as the lumber business. 

It was previously shown that although there have been some changes in the 
profit and risk factors in the Taholah and Crane Creek appraisals, they have also 
been reasonably constant. The original appraisal employed 15 percent of the 
cost of production, exclusive of stumpage. The first stumpage adjustment em- 
ployed 15 percent for cedar and 12 percent for other species on the cost of produc- 
tion including stumpage. The use of 12 percent in this stumpage adjustment for 
cost of production plus stumpage approximately compensated for the 15 percent 
in the original appraisal. The profit and risk factor was raised only for cedar. 
The 1956-57 proposed stumpage adjustment would reduce the profit and risk 
factor for cedar to 12 percent and for all other species to 10 percent. Under 
these circumstances, the cedar profit and risk factor will be approximately com- 
parable to the original appraisal. The profit and risk factor on all other species 
will be reduced by 2 percent. : 

The following quotations appear in the transcript of hearings held on April 15: 

“Mr. Cosurn. Is it your testimony that generally the allowance made by the 
Bureau of Indian Affairs for profit and risk is higher than that made by the 
Forest Service? 

“Mr. Wor. Well, there was a rather unique development in 1955, Mr. Coburn, 
when the rates were readjusted. The Bureau of Indian Affairs not only put an 
interest factor in, but they increased the profit and risk allowance on 4 species 
by really more than 2 percent. They made susbtantial increases in the profit and - 
risk allowance all along the line. Let me put it that way. 

“So they were allowing interest and also increasing their profit and risk allow- 
ance at the same time. 

“Now the result would be that the profit and risk factor was going up for other 
reasons; at least according to their reasoning * * * that there were other things 
that were causing that to go up. 

“Frankly, J am not sure that when you entered into a long-term sale you should 
juggle that profit and risk allowance around very much. I think it should be a 
very stable item, the percentage.” [Italics supplied.] 

We are inclined to agree with the witness that the profit and risk percentage 
should not be juggled very much. The record of the action taken in 1955 and 
the proposed current action does not indicate any radical changing of the profit 
and risk factors. 

There should be no major manipulation of the profit and risk factor because 
of other considerations involved in these contracts which are not of great concern 
with short-term contracts. The average annual return for the several individual 
species as well as the average annual return for all species has been relatively 
uniform year after year. The returns do not show the wide fluctuations which 
are apparent in Olympic National Forest sales. 


STUMPAGE-TO-LOG PRICE RATIOS 


The purpose of the ratios is to provide a base on which quarterly adjustments 
in stumpage rates may be made which reasonably follow market conditions. 
The original ratios were established by relating the bid rates to a particular 
market condition which is computed on the same continuous base. It has no 
particular relationship to the quality of the timber on the areas except as it 
might resemble the production which is sold through the log markets. 

The values of the different grades of logs are computed every 3 months under 
certain prescribed conditions and as such serves as an index log. These values 
are then computed against the ratios to obtain stumpage rates. As such they 
reflect market conditions. 

At any time a change in ratios is considered an indicated stumpage value is 
derived through a stumpage adjustment study which may not be directly related 
to the so-called index log. The new rates are determined in part through direct 
appraisal, and through other methods based on the conditions prescribed in the 
contracts. The newly determined stumpage rates are then related to the most 
recently available computation of quarterly log values. The ratios then directly 
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reflect the newly determined stumpage rates as related to the prescribed log 
values. The stumpage rates then vary to some extent with market conditions 
as reflected by the log markets. 

The procedure used by the Bureau of Indian Affairs results in more uniform 
and constant rates than the procedures which have been used by the Forest 
Service. It produces stumpage values which are neither the highest nor the 
lowest over any period of years. The ratio concept does reflect and compensate 
for market changes of a normal character. The concept of normal market fluc- 
tuations does not include the inflated conditions which have been prevalent in 
recent years, 

The ratio system of stumpage rate adjustment is one of many which have 
been tried over the years. All agencies concerned with the sale of timber on 
long-term contracts have adopted and discarded many methods which attempted 
to adjust stumpage rates according to changes in market conditions. To date 
there has not been devised a system for automatic stumpage rate adjustments 
which is continually satisfactory. This was recognized at the time the Taholah 
and Crane Creek contracts were devised. The recognition of this weakness is 
the specific reason why these contracts contain clauses providing for other meth- 
ods of stumpage rate adjustments if the specified method does not produce 
satisfactory results. 

The differences between the Taholah and Crane Creek contracts with reference 
to the computation of log values which are to be applied to the ratios do not 
represent indecision or incompetence. They are an expression of changes in 
method dictated by conditions and experience. 
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LOG MARKETS 


The data compiled by the West Coast Lumbermen’s Association for specific 
log-market areas has been used for a considerable number of years as indicators 
of the value of the various species of logs produced in the Douglas-fir region. 
At one time it was reputed to represent approximately 50 percent of the produc- 
tion in the region.. The volume of logs sold through these markets has continued 
to decline in recent years. 

The recognition of a decline in volume reported as sales, particularly in the 
Puget Sound and Grays Harbor areas, was the motivating reason for including 
the Columbia River area with these markets in the Crane Creek contract. The 
Bureau of Indian Affairs was aware of this problem long before the committee 
staff made this representation. 

We do not contend that the log values reported as past sales represent the 
proper value of the logs. This is evident both in the 1955 and the 1956-57 
stumpage adjustment studies. It is our opinion that the changes in value of 
the past sales reports do give a reasonably accurate estimate of how much 
values are changing and how the values are changing in the relationship of the 
value of one species to another. 

The invocation of provisions in the Taholah and Crane Creek contracts to pro- 
vide other means of adjusting stumpage rates has been and is under considera- 
tion. Before this action can be taken it will be necessary to devise an accep- 
table substitute to the procedure now in use. At this time the provision of these 
contracts under which stumpage adjustments are being made appears to be the 
best currently available method. 

Log-market values are presently in use both in the Forest Service and the 
Bureau of Indian Affairs in the ‘Douglas-fir region. The fact that the Forest 
Service derives its log values by one method and the Bureau of Indian Affairs 
by another method does not mean that the same background of information is 
not available to both agencies. The fact that there is some variation between 
the log prices of both agencies should not be condemned. We do not know ex- 
actly how the Forest Service derives these values, particularly the prevalent 
use of multiples of $5, nor do we question their validity. These rounded log 
values can only be approximations. The log-value data used by the Bureau of 
Indian Affairs is similar but is computed on an entirely different basis. That 
higher or lower price data should have been used is relatively easy to determine 
after the fact. The particular time the log values are computed and market 
conditions at that time are the problems which face the appraiser. 


93277T—5T—_—30 
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The substitution of other methods of stumpage-rate adjustment requires a con- 
siderable amount of planning and background work. The Forest Service, Bureau 
of Land Management, and the Bureau of Indian Affairs are all concerned with 
the development of satisfactory appraisal and stumpage-rate adjustment methods 
to replace those in use. There has been considerable progress in this direction. 
The accumulated data requires checking, study, and testing before it can be de- 
termined if a satisfactory substitute has been derived. 

As stated by Mr. Kephart, the Bureau of Indian Affairs has cooperated and 
will continue to cooperate with the forest and range experiment stations, the 
Forest Service, the Bureau of Land Management, and other agencies in the de- 
velopment of better methods of appraising timber and adjusting stumpage rates. 


DETERMINATION OF LOG QUALITY, TAHOLAH AND CRANE CREEK UNITS 


Original estimates of the quality of the timber on the Crane Creek and Taholah 
units were made on the basis of random sampling as well as a consideration of 
the average quality of timber marketed in the Grays Harbor area as reflected 
by reports of the Pacific Northwest Loggers Association. 

The first recognition of a No. 3 cedar log was during 1948. Prior fo that time 
only two grades were generally recognized. There have been some modifications 
of other grades from time to time. It is logical to expect change in the originally 
estimated grades if only for this particular reason; as well as from information 
gained through experience with the reservation timber. 

The revised log grades used in the Bureau of Indian Affairs direct appraisals 
represent the application o fthe best available estimate of quality. On the Crane 
Creek unit it is the result of the work of the scaling and grading bureau, inde- 
pendent appraisers, and random samples by the Bureau of Indian Affairs. There 
has been insufficient data accumulated for an independent determination of the 
quality on the Taholah unit. It was adjusted on the basis of known differences 
between the two units. The extent to which the original grade percentages were 
adjusted is found in the appendix of the Bureau of Indian Affairs stumpage 
adjustment report of February 8, 1957. 

Grade studies are being continued and the estimated grade recovery will be 
adjusted when additional information indicates the need. 

Grade recovery may be raised to some extent through increased attention to 
log-making practice. The purchasers will naturally attempt to obtain the best 
possible grades for those species they sell or trade. These factors were con- 
sidered in revising the grade estimates. As a part of the grade recovery studies 
this problem is also receiving further study. 

The estimation of cedar quality in standing timber is exceedingly difficult: 
The defect in the cedar contained in these stands approximates 50 percent. <A 
conscientious determination of grade is hardly more than a guess under such 
circumstances. A considerable portion of the cedar volume is made up of trees 
which are on the ground. Some of these trees have been on the ground from 
200 to 400 years. In some cases mature cedar trees may be found growing over 
those lying on the ground. The remnants of the trees on the ground are covered 
with moss and other debris which makes their evaluation for quality hardly 
more than a mere guess. The breakage in logging the brittle cedar is high. 
The only accurate determination of cedar quality must be made after the timber 
is logged. 

PRICE RELATIONSHIPS BETWEEN CONTRACTS 


A member of the committee staff has questioned a statement that original 
stumpage rates were “reasonably satisfactory to all interested parties.” This 
statement does not imply the degree of accuracy ascribed to it. Stumpage 
rates can be reasonably satisfactory at certain values and may still be reasonably 
satisfactory at somewhat higher or lower rates. The purpose of these: contracts 
is to obtain those rates for stumpage which are fair and reasonable. There 
probably never has been a contract executed under which the buyer did not 
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desire lower stumpage rates and the seller higher stumpage rates even though 
there was a meeting of minds at the time of sale. 

There has been no attempt to maintain any particular existing relationship in 
stumpage rates between the two contracts except for certain specific reasons. 
The most important usual reasons for certain relationships between rates of two 
contracts are differences in quality and production cost. An additional relation- 
ship between the Taholah and Crane Creek contracts which existed until recently 
was the difference in scaling practice. The Crane Creek timber contract provided 
for scaling under standards similar to the one in use by the scaling bureau. The 
Taholah contract provided for scaling on the basis of a 32-foot log. This differ- 
ence is no longer applicable since both contracts are now scaled under the same 
standard. The only differences in value now applicable are those for quality 
and production cost. 

The Taholah and Crane Creek sales were abpiaioss at the same time. These 
appraisals showed that costs were higher for the Taholah unit. Cedar quality 
was considered essentially similar on both units. The hemlock and white fir were 
considered to be of higher quality on the Crane Creek unit. The lower production 
cost on the Crane Creek unit therefore caused the appraised cedar rate to be. 
higher. The lower production cost and considered higher quality of the hemlock 
and white fir on the unit resulted in a greater differential in the value for these 
species. 

The Crane Creek unit was sold 2 years later under a different contract which 
not only considered changed conditions but a difference in scaling practice. The 
rates established at that time were considered to be reasonable and equitable. If 
a certain relationship between the Crane Creek and Taholah stumpage rates were 
established at that time they had no particular significance as it might concern a 
permanent relationship, except for quality and production cost. 

The fact that these relationships are now changed is due to a revised estimate 
of quality difference not previously recognized and a change in production cost 
relationships. In our opinion the differences in quality and cost of production 
for hemlock and white fir are not sufficient to retain any particular previously 
existing relationship. We note also that the Forest Service uses the same log 
values for both species. 

Any study of market changes in long-term contracts should not be confined to 
changes which have taken place subsequent to the most recent stumpage adjust- 
ment. Cost and quality data used in a stumpage adjustment study are estimates 
and subsequent events may change those estimates. A limitation of this kind 
would preclude the possibility of adjusting any of the estimates which subse- 
quent events have shown to be in need of adjustment. 

The recommended stumpage rates from which were derived the ratios proposed 
for consultations in the Bureau of Indian Affairs reports of February 8, 1957, 
were based on conditions as they appeared to be during the last quarter 1956. 
Subsequent to the notification of intention to change ratios the market continued 
a serious decline for cedar. Other species were holding steady or increasing in 
value. ; 

The changes recommended in our analysis of March 29, 1957, were based on 
changes in market conditions subsequent to the data used in the report of 
February 8, 1957. There was a continued serious decline in the cedar market 
and the recommended stumpage rate was reduced to take this into consideration. 
The slightly increased value of hemlock and white fir indicated these species were 
not declining with the lumber market and should provide a greater return. 
Judgment indicated that the stumpage rate should be similar for these two 
species. The quality of the timber on both units for these species appears to be 
reasonably similar. 

Once again we wish to express our regret for the necessity of discussing the 
work of another bureau in a somewhat critical manner and sincerely hope it will 
not develop restraint in the mutually beneficial exchange of information. 











460 . ‘TIMBER SALES—QUINAIELT INDIAN RESERVATION 


SupPLEMENT No. 1 To STaTEMENT BY HENRY F. WERSHING, ASSISTANT CHIEF, 
BRANCH OF FORESTRY, BUREAU OF INDIAN AFFAIRS 


TABLE OF CONTENTS 


Yakima Indian Reservation and Snoqualmie National Forest. 

Klamath Indian Reservation and Fremont National Forest. 

Wem Brings Indian Reservation and Mount Hood, Bish sites: and Ochoco National 
rests 


ADDITIONAL COMPARISONS OF PRICES ACTUALLY RECEIVED FOR TIMBER CUT 


Beginning on page 16 of the statement by Henry F. Wershing, Assistant Chief 
of the Branch of Forestry, Bureau of Indian Affairs, is a table in which appears 
the average rates actually received for timber cut and scaled from the Soleduc 
and Quinault working circle of the Olympic National Forest and the Quinault 
Indian Reservation. From these tables there was constructed a series of charts 
showing the relationship of the actual average rates received for stumpage cut 
and scaled. 

Although the hearings held before the Committee on Interior and Insular 
Affairs have been confined largely to problems on the Quinmault Indian Reserva- 
tion, they are an extension of hearings held by the Joint Committee on Federal 
Timber Sales Policies, which covered some of the Western States, and in par- 
ticular the Northwestern States. We, therefore, believe it to be necessary to 
consider some stumpage value relationship other than the Quinault Reservation 
and the Olympic National Forest. 

The committee staff has continually made comparisons of bid rates for na- 
tional forest timber with actual rates received for Indian timber. We believe 
such a comparison to be fallacious and without merit. It presents a greatly 
distorted view of the actual circumstances. The only factual presentation is 
one which analyzes the actual amount of money received for the timber. This 
is the presentation we are making. 

The information to be presented has been compiled by personnel of the Portland 
area and agency offices. Although it may not be absolutely correct, we believe 
the compilations to be sufficiently accurate to present the comparisons in a factual | 
manner. 

Similar analyses have been made for other Indian reservations and the adjoin- 
ing national forests. They are first shown giving actual average return for all 
species. Attempts were then made to segregate species in such a manner so as 
to give the proper relationships not only between species but between the areas 
being compared. 

The first comparison will be between the Snoqualmie National Forest and the 
Yakima Indian Reservation. This reservation is confined to the east slope of 
the Cascade Mountains and therefore only the timber sales on the east slope 
of the Cascade Mountains of the Snoqualmie National Forest have been computed 
for comparative purposes. The compilation for the national forest includes only 
the major sales. K. V. and slash disposal assessments are not included. 
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TABLE X.—Average rates received for timber actually cut and scaled, 1950-56, 
Snoqualmie National Forest (east side) and Yakima Indian Reservation 


pine 


Ponderosa | Other species| All species 
} 


1950—Snoqualmie National Forest $12. 00 
Yakima Indian Reservation 13. 08 
1951—Snoqualmie National Forest gets 13. 24 


| $10. 37 
Yakima Indian Reservation :" = | 
| 


12, 15 


1952—Snoqualmie National Forest .........___.._..-.---------| 22. 37 
Yakima Indian Reservation 26. 32 
1953—Snoqualmie National Forest 21. 42 
- Yakima Indian Reservation ...........-- eiveome repriiipted 28. 31 
1954—Snoqualmie National Forest __--- J : bak 7.70 
Yakima Indian Reservation. ._.___.. ‘Piola 27.04 
1955—Snoqualmie National Forest __ 5 cade ott 18. 02 
Yakima Indian Reservation. -..........-..--.--..-------| 30. 12 
1956—Snoqualmie National Forest ._--_-- i ; 19, 90 
Yakima Indian Reservation eh dele 33, 23 
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The percentages of ponderosa pine cut on these two areas are as follows: 


TABLE I.—Percentage of ponderosa pine cut, Snoqualmle National Forest 
and Yakima Indian Reservation 


Snoqualmie Yakima 
National Indian 
Reservation 


79.1 
43.3 
29.3 
41.5 
34.8 
35. 6 
18.3 


Figure 6 shows graphically the average rates received for all species. Figure 
7 shows the average rates received for ponderosa pine on the left side and 
the rates received for other species on the right side of the sheet. 
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It will be noted that the actual returns for Indian timber were generally 
considerably above those received for national forest timber. This appears to 
be a situation similar to that which has been presented by the committee staff 
with reference to the Quinault Reservation and the Olympic National Forest, 
except that the committee staff used bid rates rather than actual returns. 

This comparison of raw values might indicate a similar recommendation to 
the Forest Service as was given to the Bureau of Indian Affairs with reference 
to commensurate rates for similar timber on the Quinault Reservation. We do 
not believe, however, that any Federal agency is voluntarily selling timber for 
less than what is judged to be the reasonable market value, and it. behooves us to 
look for other reasons why there should be such great differences in the returns. 

The volume of ponderosa pine removed from the Yakima Reservation has 
been approximately-88 to 98 percent of the total cut. The ponderosa pine cut on 
the Snoqualmie National Forest has varied from about 18 to 79 percent. During 
1950 the ponderosa pine cut amounted to 79 percent. In all succeeding years it 
was less than 45 percent. It is interesting to note that for the period covered it 
was only for 1950 that the average prices received by both agencies were similar. 
It was during this year that the species composition of the sales were similar. 
The ponderosa pine cut on the Yakima Reservation was about 88 percent and 
on the forest about 79 percent. 

There is absolutely no implication in this analysis that the value received for 
the national forest timber has been too low merely because it was below that 
received for reservation timber. It is démonstrated here that the valuable species 
(ponderosa pine) has a significant influence on the rates actually received. The 
Yakima Reservation timber which has been sold to date is almost entirely com- 
posed of ponderosa pine, which is in high demand and relatively stable market- 
wise. It is only proper that it should command a high stumpage rate. ‘The 
volume of Snoqualmie National Forest ponderosa pine is relatively low as com- 
pared to the Yakima Reservation. Since a great deal of the financial hazards are 
now shared by species other than ponderosa pine, and which are usually more 
unstable than ponderosa pine, it naturally follows that the actual return for — 
ponderosa pine will be lower as well as that for other species. 

This situation is the extreme opposite of that which applies to the Quinault 
Reservation where the preponderant species is western redcedar, which is a 
relatively unstable species from the market point of view. In this instance 
the major portion of the financial hazards must be carried by the unstable 
species which generally results in lower rates for cedar as well as for the other 
species. On the Olympic National Forest the relative volume of cedar is low and 
the hazards are carried by the more stable species which tends to increase rates 
for all species. 

This analysis brings us to the conclusion that there are many more factors in- 
volved in arriving at a proper perspective of relative stumpage values than is 
indicated by the work of the committee staff in the comparison of bid rates 
ee for national forest timber and actual rates received for the Indian 
timber. 

Another comparison will be made between the average stumpage rates re- 
ceived for the Klamath Indian Reservation and the Fremont National Forest. 
K. V. and slash disposal assessments on the national forest are not included. 

The following table has been prepared to show the average stumpage returns 
by including sugar pine with ponderosa pine. The Fremont National Forest sold 
virtually no sugar pine. Since it is generally a high-priced species it was re- 
moved from the other species for the Klamath Reservation in order to eliminate 
distorted values. : 
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TaBLE XII.—Average rates received for timber actually cut and scaled, 1950-56, 
Fremont National Forest and Klamath Indian Reservation 


| 

Ponderosa Other | 
and sugar species | All species 

| 

—— 

fl 


1950—Fremont Nationa] Forest 
- Klamath Indian Reservoir 
1951—Fremont 


| 


$1 


> 


1953— Fremont 
Klamath. 


1956-——Fremont 
Klamath 


goececaceeswes | 
goreserseeuges | 
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The percentages of the major species cut each year are shown below. Sugar 
pine has been included with ponderosa pine. 


TABLE XIII.—Percentage of ponderosa and sugar pine cut, Fremont National 
Forest and Klamath Indian Reservation 


Fremont Klamath 


Figure 8 is a graphic presentation of the average rates received for all species 
on the Fremont National Forest and the Klamath Reservation for 7 years be- 
ginning with 1950. Figure 9 shows the average rates actually received for 
ponderosa and sugar pine on the left side, and for other species on the right side. 
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The Klamath Reservation ponderosa pine is generally considered to be of high 
quality. We are not familiar with the relative quality between the Fremont 
National Forest and the reservation and have no comments to offer at this time. 
There are undoubtedly valid factors which account for the lower average stump- 
age rates on the national forest. 

A further comparison has been made between fhe average stumpage rates 
received on the Warm Springs Reservation and the Mount Hood, Deschutes, and 
Ochoco National Forests. The groupings were made up for ponderosa pine and 
for other species. For the Mount Hood National Forest-only those sales east of 
the Cascade Mountains are included. 


TaBLE XIV.—Average rates received for timber actually cut and scaled, 
1950-56, Mount Hood, Deschutes, and Ochoco National Forests and the 
Warm Springs Indian Reservation. 















Ponderosa | Otherspecies| All species ° 

pine 5 
1950—Mount Hood National Forest (east side)_..............- $16. 98 $9.19 $12. 07 
Deschutes National Forest.........................-.... 12. 38 6. 01 10. 18 
Sy DIE nn cd nc ccwceeccensece 17. 84 2. 57 16. 09 
Warm - Indian Reservation................-.-.-- 11. 29 5.78 10. 58 
1951—Mount Hi Sdiirh biadiiachbkssdencbsceusndneccsposs 22. 46 8. 84 13. 98 
Rd Ali siet caithlnalecinw Hannan satennisoaulencene 31.15 6. 65 29. 90 
oO ae teeta ie od cits actehceneiinendcdiatenbeetnaeeteeitnin thindideen inane 29. 67 5. 92 27.81 
Warm Springs 14. 01 6. 58 12. 68 
1952—Mount Hood 22. 92 8. 29 13. 16 
Deschutes. -. 26. 13 6. 56 | - 24. 58 
Ochoco-.._.- 28. 43 | 5. 58 25. 79 
Warm Spr 15. 37 6. 85 13. 81 
1953— Mount ow 20. 26 5.48 9. 08 
a nineahinnnede 28. 33 9.79 26. 48 
SE as bn en boebenee 23. 02 4.12 19. 75 
Warm Springs _ 18. 67 6. 87 16. 12 
eed Sipbilabebndcens bacco wn 20. 08 12. 20 13. 81 
REAM EEE tclint Regier ncaa miemtcanae 28. 72 | 7. 84 25, 83 
23. 99 4.14 19. 87 
24.12 | 7.48 | 22.74 
29. 62 | 19. 36 21. 32 
28. 82 | 7.94 22. 30 
28. 00 | 8. 23 | 22. 60 
26. 97 15. 04 24. 40 
28. 07 13. 62 | 15. 34 
28. 45 | 11. 29 | 27. 22 
28. 46 | 7.08 | 23. 21 
40. 67 21. 16 35, 08 
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There follows below a table showing the percentage of ponderosa pine in each 
year’s cut for the different areas under consideration. 


TaBLE XV.—Percentage of ponderosa pine cut, Mount Hood, Deschutes, and 
Ochoco National Forests, and the Warm Springs Indian Reservation 








| 
Warm 
Springs 


Percent 

87.1 

82.1 

81.6 

78.4 

9. 91.7 
5 78.5 

, 71.4 





Figure 10 is a graphic expression of the average rates received for all species 
on the Mount Hood and Deschutes National Forests as compared to the Warm 
Springs Indian Reservation. Figure 11 segregates the ponderosa pine from all 
other species for the same area. The average returns for the Ochoco National 
Forest were not placed on the graph in order to avoid confusion. 
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We find many extremes in stumpage returns in favor of one bureau or the 
other in these analyses. The one consistent fact which is revealed is that the 
stumpage rates received for Indian timber have generally been on the increase 
during the inflationary period since about 1946. There is not the erratic price 
.structure that is displayed by Forest Service sales. This is possibly due to 
short-term Forest Service contracts on which the bids made are dependent on 
many factors, including the prospective market. The Bureau of Indian Affairs 
timber sales have not been subjected to these variable local influences but have 
returned consistently commensurate values to the stumpage owners. We be- 
lieve the Indian owners have been well served and that the stumpage is not 
underpriced. 


SUPPLEMENT No. 2 To STATEMENT BY HENRY F’. WERSHING, ASSISTANT CHIEF, 
BRANCH OF FORESTRY BUREAU OF INDIAN AFFAIRS 


TABLE OF CONTENTS 


— and Spokane Indian Reservations and Wenatchee, Okanogan, and Colville National 
‘orests. 
Umatilla Indian Reservation and Umatilla National Forest. 


ADDITIONAL COMPARISONS OF PRICES ACTUALLY RECEIVED FOR TIMBER CUT 


We have additional information which has just been received on a comparison 
of average stumpage rates actually received for timber cut and scaled. The 
stumpage rates received on two additional reservations will be compared to 
the neighboring national forests. These additional comparisons will result in 
coverage of all the major Indian units in the Northwest. 

The first will be a comparison of the Colville and Spokane Indian Reservations 
with the Colville, Okanogan, and Wenatchee National Forests. The Spokane 
Reservation has been included with the Colville Reservation, since they are 
adjoining. 

The information has been compiled by personnel of the agency and area offices. 
We believe the information presents a factually correct analysis of the circum- 
stances, although any exact values would be subject to audit. 

The Okanogan National Forest is located north and west, while the Colville 
National Forest is located north and east of the reservation. The Wenatchee 
National Forest is south of the Okanogan National Forest and, although the 
average rates are included in the tabulation, they will not be presented on the 
graphs. 
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TABLE XVI.—Average rates received for timber actually cut and scaled, 1950-56, 
Wenatchee, Okanogan, and Colville National Forests, and the Colville and 
Spokane Indian Reservations 





Ponderosa Other 


1950— Wenatchee National Forest 

Okanogan National Forest 

Colville National Forest 

Colville and Spokane Indian Reservation 
1951— Wenatchee National Forest 

Okanogan National Forest 

Colville National Forest 

Colville and Spokane Indian Reservation 
1952— Wenatchee National Forest 

Okanogan National Forest 

Colville National Forest 

Colville and Spokane Indian Reservation 
1953—Wenatchee National Forest 

Okanogan National Forest 

CONV IEED DI IR on oon nc cnnitenesccewdnneceddnne 

Colville and Spokane Indian Reservation 
1954— Wenatchee National Forest_-: 

Okanogan National Forest 

Colville National Forest 

Colville and Spokane Indian Reservation. 
- 1955—Wenatchee National Forest 

Okanogan National Forest 

Colville National Forest 

Colville and Spokane Indian Reservatio 
1956— Wenatchee National Forest ' 

Okanogan National Forest_.................--....--..- ae 

Coleville National Forest 

Colville and Spokane Indian Reservation 


1 Not available. 
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There follows a table showing the percentage of ponderosa pine cut each year 
for the areas under consideration. 


TasBLE XVII.—Percentage of ponderosa pine cut, Wenatchee, Okanogan, and 
Colwille National Forests and the Colwille and Spokane Indian Reservations 


Colville and 
Wenatchee Colville Spokane 
Reservations 


16.3 
15. 2 
11.0 
19.9 
18.0 
27.7 
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These four units are in the same general geographic area, but there are many 
differences between them. In species composition, the Okanogan Forest is more 
nearly like that of the Indian forest. Both the Okanogan and Wenatchee 
Forests reach to the top of the Cascade Range, and some portions receive the in- 
thuence of coast conditions. The Colville Forest has a low proportion of ponderosa 
pine. 

Figure 12 expresses graphically the relationship of average rates received for 
all species for the Okanogan and Colville National Forests and the Colville 
and Spokane Indian Reservations. Figure 13 segregates ponderosa pine from 
all other species. The-average returns for ponderosa pine are shown on the left 


side, and the average return for all other species is shown on the right side of 
the sheet. 
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The last comparison of average rates actually received is between the Umatilla 
National Forest and Umatilla Indian Reservation. In this case, timber sales 
on the reservation are shown since 1952, becauSe no sales of significance were 
made prior to that time. 

The following table shows the average returns: 


TaBLe XVIII.—Average rates received for timber actually cut and scaled, 1952- 


56, Umatilla National Forest and Umatilia Indian Reservation 


Ponderosa | Otherspecies| All species 





pine 
1952—Umatilla National Forest -___- $21. 60 $5. 80 $11.72 
Umati ation........ 33. 71 5.03 21. 54 
1953— Umatilla National Forest ___- 19. 73 3. 25 13. 31 
DS pec eas inn san ank de suis eclamadanianiide: 24. 17 5.01 17. 97 
1954— Umatilla National Forest._..._.............-...---.-.-- 25. 50 3. 21 16, 52 
I a la cieeeiores aaenbiin onli 1 4. 64 17. 42 
1955—Umatilla National Forest._....................-.-.-.--.. 29. 82 4.14 19. 90 
EERE ER ee 28. 27 5.18 19, 45 
1956—Umatilla National Forest ...................-.-...--.-.- 1 32. 28 17, 84 1 23. 89 
pe dh whi ccnscncacccnneé 34, 35 5.32 23. 50 


1 Ist quarter 1956 only available. 
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TABLE XIX.— Percentage of ponderosa pine cut, Umatilla National Forest and 
Umatilla Indian Reservation 


[In percent] 


Umatilla Umatilla 
Forest Reservation 


1 Ist quarter 1956 only. 


Figure 14 presents graphically the relationship of the average return for all 
species between these two areas. Figure 15 shows the average return for pon- 
derosa pine on the left side and for all other species on the right side. 

All of the comparisons which have been made between national forests and 
Indian reservations, particularly those in the ponderosa pine region would indi- 
cate generally that the Indians are receiving a greater average return. Such 
comparisons are the popular conception as to the relative values of timber and 
is that most frequently used by laymen and even by some foresters. The relative 
average values which are revealed by these comparisons are only an indication 
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of possible values and do not account for the many factors which produce actual 
real differences between them. We do not state or imply that because the average 
returns for Indian timber is generally higher than for national-forest timber that 
national-forest timber is selling too low. The relative stumpage rates do not 
account for such obvious differences as accessibility or quality, contract terms, or 
competitive interest. Some factors do not become obvious even after sales are 
made since they involve considerations known only to the purchasers. Regardless 
of any relative comparisons, timber is worth what can be obtained for it under 
the conditions existing at the time and the conditions existing on the particular 
area and not the relative situation obtaining for a neighboring tract. 


Mr. Marton. I am Lucien Marion from Seattle, attorney for Rayo- 
nier, Inc. 

Mr. Forrest is here from Seattle. 

There are other gentlemen from out of town, including long dis- 
tances. Weare, of course, very much interested in the statement of the 


‘Bureau of Indian Affairs officials. We wish to be present at-the time 


of their testimony. We have come 3,000 miles to be present this time. 
We were here when the hearings were set for May 2, and then ad- 
journed without hearing to May 6, when they were again adjourned 
until May 27. 

It has cost us a lot of time and expense. 

May I inquire now whether the hearings that you have just an- 
nounced for Monday, June 3, will definitely be held? It affects our 
plans, of course, and we wish to be able to know with some certainty 
what the program is. 

Mr. Gamste. Mr. Marion, I can only say to you that within the last 
20 minutes I talked with Senator Neuberger. He asked me specifically 
to schedule the next meeting for Monday at 10 o’clock, and I have done 
so. It will be held in this room at that time and oni that date, as of 
now. 

I cannot moik for the chairman or circumstances that may arise be- 
tween now and that time that will change that time and date. 

Certainly, he has asked that it be set at that time, and he has indi- 
cated that he will continue at that time. 

That is all the information that I can give you. 

Mr. Cosurn. I think it is a reasonable assumption that Senator 
Neuberger will give the Bureau of Indian Affairs an opportunity to 
testify orally on this material that they have submitted. Whether it 
will be Monday or Tuesday, I cannot say, nor can Mr. Gamble. But 
I know that it is his intention to give them every opportunity to testify 
on this statement. 

Mr. Marton. Thank you. 

Mr. Gameatz. I believe that concludes the business of this session. 

The committee will adjourn subject to the call of the Chair. 

Mr. Kerenart. We understand that this material became part of 
the record ? 

Mr. Gamate. Yes. 

(Whereupon, at 10: 47 a. m., the hearing was recessed subject to the 
call of the Chair.) 
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MONDAY, JUNE 3, 1957 


Unrrep States SENATE, 
SUBCOMMITTEE ON INDIAN AFFAIRS OF THE 
COMMITTEE ON INTERIOR AND INsULAR AFFAIRS, 


W ashington, D.C. 


The subcommittee met at 10 a. m., pursuant to recess, in room 224, 
Senate Office Building, Senator Richard L, Neuberger, chairman of 
the subcommittee, presiding. 

Present: Senator Neuberger. 

Also present: William H. Coburn, special counsel to the subcom- 
mittee; James H. Gamble, professional staff member; and Robert 
Wolf, for estry consultant. 

Senator Neunercer. The subcommittee will be in order. 

The first witnesses, I understand, are to be Mr. Kephart and Mr. 
Wershing. 

Ihave a ver y brief statement I would like to read before we actively 
get under way. 

Today I hope to conclude the hearings on the Quinault tinier sales 
‘policy. To meet that target, I want to conduct this hearing in such 
a way that in the future the management of this reservation will be 
improved. 

t do not personally subscribe to the old Army s saying that you can 
tell an outfit is in good shape because everyone is griping. 

The Comptroller General, the Indians, and the timber purchasers 
have indicated they felt that there was room for improvement in the 
Bureau’s operation. The fact that the Bureau of Indian Affairs is 
seeking a compromise position does not necessarily make it the right 
yosition. On May 6, I sent a letter to Assistant Secretary Chilson out- 
fining my views as to the basic problems that exist. 

I would like the witnesses to restrict their testimony to a discussion 
of what can be done to make it possible to carry out these timber sale 
contracts in a fair and equitable manner with decisions based upon 
the greatest amount of sound, factual information that can be avail- 
able to the Secretary. 

I consider that the prices set on May 15 by the Secretary are not sufli- 
ciently grounded on factual information to represent the best price 
obtainable for the individual Indians whose timber will be cut in the 
forthcoming year. I do not intend to criticize the Secretary, because 
he had to decide the issue on the limited facts that were available to 
him. I want him to have the best possible factual information next 
year. 

I would like the departmental witnesses to tell this committee if they 
have all the up-to-date information needed on inventory, timber 
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volume, quality, logging costs, and other factors needed to estab- 
lish the true market value of the timber. If they do not have it, I 
want them to tell us what this committee can do by way of legislation 
so that they can get it. 
I am prepared to recognize that in these contracts the Department 
has long-term responsibilities to both the Indians and the timber 
purchasers. If the Congress can assist in a better discharge of these 
responsibilities, I believe we should be called upon to do so promptly. 
After we leave the timber sale question, we will want to discuss 
consultation with the Indians and the patent-in-fee program on the 
Quinault Reservation. 
The committee has the Bureau of Indian Affairs statement and it 
has been madea part oftherecord. _ 
I would like to start the hearing by questioning the Bureau. After 
the questions, if there are further matters that the Bureau of Indian 


' Affairs want to discuss, there will be an opportunity to do so. 


The Bureau’s statement runs to how many pages, Mr. Coburn? 

Mr. Cozurn. About 170. 

Senator Neupercer. It is about 170 pages. I think it will be in 
the interest of everybody’s time if this is relatively briefly summarized, 
particularly as to the controversial parts, and those parts which are 
the meat of the coconut of this question. ’ 

After all, the only person present for the hearings today is the sub- 


_ committee chairman. There are 5 members of the subcommittee, and 


there are 15 members of the full committee. None of those others is 
present except the chairman of the subcommittee, so it is obvious that 
all of the others on the subcommittee and on the full committee who 
will have to pass on these issues will necessarily get their information 
from the printed record. Therefore, I am going to suggest that the 
statements appear in full in the record, and that they be highlighted 
and summarized today in the interest of time. 

The staff, and the chairman of the subcommittee, will be able to ask 
some questions, which may furnish additional information. 

We will now hear from Mr. Kephart and Mr. Wershing, if ‘they 
will come forward, please. 


STATEMENTS OF GEORGE S. KEPHART, CHIEF, FORESTRY DIVISION, 
BUREAU OF INDIAN AFFAIRS; AND HENRY F. WERSHING, AS- 
SISTANT CHIEF, BRANCH OF FORESTRY, BUREAU OF INDIAN 
AFFAIRS, DEPARTMENT OF THE INTERIOR 


Senator Neusereer. I think it should be indicated for the record 
that other members of the subcommittee have important public busi- 
ness which keeps them from being here, but I know that they will 
read the record with interest before any decision is reached on this 
or any report is submitted to the full committee and to the Congress. 

Mr. Kephart and Mr. Wershing, as I have indicated, the full text 
of these statements will appear in the record, but we would like you 
to highlight them, giving what you regard as the crux of the issue, 
and to do so as relatively briefly as can be done. 

Mr. Keenwarr. Mr. Cnnbwnnas: in the first place, we are very glad 
of this opportunity to appear and present our testimony, because we 
think that will be very helpful in all respects. I do not know how much 
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time you will allot me to brief this statement of mine, but I would like 
to g° down through it as rapidly as I can and bring out these high- 
lights. 
Bebadar Nrvsercer. Will you identify yourself for the record, 
lease ? 
: Mr. Krrnarr. I am George 8. Kephart, Chief, Branch of Forestry, 
Bureau of Indian Affairs. 

Mr. Chairman, there has been considerable testimony presented to 
the committee that has been rather critical, severely critical, of the 
Bureau of Indian Affairs and its management of the forests and tim- 
ber-sales practices on the Quinault Reservation. The testimony has 
been remarkably frank, and we would like the privilege of being 
equally frank in our response. 

I respectfully submit, therefore, that those who have complained 
either are not informed regarding the problems confronting us,, or 
have not comprehended fully how serious these problems are. 

If sustained-yield forest management on a reservationwide basis 
were the only objective of management, the task would be no more 
difficult on the Quinault Reservation than on any other similar forest 
of about 170,000 acres. We could follow the accepted management 
practice of clear cutting by staggered settings and cover the reservation 
in that manner. This practice would be in harmony with the concept 
of sustained-yield forest management that is looked upon with favor 
by the Congress, by your committee, and by the general public. 

Furthermore, it is in fact the form of management that the Bureau 
of Indian Affairs is practicing on the Quinault Reservation. 

If the objective of management were to combine the sustained-yield 
concept with reasonably steady annual income, this, too, could be fol- 
lowed on the reservation forest as a whole. This, too, in fact, is the 
general concept of management being attempted by the Bureau on the 
Quinault Reservation. 

The real problem arises from the fact that the Quinault Reservation 
forest is not a single forest of 170,000 acres. It is, instead, a collection 
of more than 2,000 separate little 80-acre forests, each individually 
owned. Each owner is entitled to an income only from the sale of 
timber on the particular little forest in which he has a beneficial in- 
terest. 

It means nothing to the individual Indian, therefore, that we are 
practicing sustained-yield management on the Quinault Reservation 
as a whole, or that here is an annual reservation wide income, As far 
as he is concerned, he receives no income until the fortunate time when 
logging operations are actually in progress on his particular 80 acres. 
In a brief space of time, all of the timber his little forest was able to 
produce over the many preceding years is cut, and he suddenly receives 
all the income resulting from that growth. Just as suddenly his forest 
is cut clean, and he faces the inevitable fact that the next income from 
his forest will be 60 years hence—probably to be enjoyed by his heirs. 

It is only through the exercise of judgment based upon long exper- 
ience that a workable compromise has been accomplished. 

It is the lack of experience with this problem among those who have 
complained, or their reluctance to face the problem squarely, that has 
resulted in a lack of understanding of the complexities of the prob- 
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lem. This fact underlies, unrecognized, most of the compaints that 
have been brought before your Gauitien r 

.The special problems confronting us in managing the Quinault Res- 
ervation forest gare in the General Allotment Act of February 
18, 1887 (25 U.S. C. 331), as amended. The act authorized the Pres- 
ident of the United States to allot Indian lands in severalty to the 
Indians— 

* * * whenever in his opinion any reservation or any part may be advan- 
tageously utilized for agricultural or grazing purposes * * * 

A decision of a lower court, eventually confirmed by the United 
States Supreme Court, required the allotting of Quinault Reserva- 
tion lands (284 Fed. Rep. 827; 264 U. S. 446, Apr. 4, 1924). 

_As a result, this reservation of less than 175,000 acres was subdi- 
vided into more than 2,000 individual trust allotments, with prac- 
tically no land remaining in tribal ownership. There was great dis- 
parity as to the value of individual holdings. There was no longer 
an opportunity for the equitable division of income that would have 
been possible if these timberlands could have been held as tribal prop- 


erty. 

On the Quinault Reservation, therefore, some Indians received al- 
lotments of much greater value than others, despite the fact that all 
were entitled to equal treatment. 

We have been severely criticized because some of our timber-sale 
practices result in one allottee receiving benefits at the expense of an- 
other. This situation does exist, and we have been unable to find any 
means of avoiding it. 

The General Allotment Act created inequities which have severely 
complicated our management problems. Management of the forest on 
the basis of sustained yield has, in many cases, inadvertently resulted 
in oe compensation for these inequities. 

he question was raised at the previous hearings as to the authority 
for the sale of timber. This is covered in my statement that has been 
submitted for the record. 

‘ There was also testimony regarding the need for annual income and 
sustained yield. 

The Bureau of Indian Affairs has been criticized for its failure to 
develop methods for distributing funds from joint sales of allotted 
timber adequate to meet the immediate financial needs of the Indians. 
We have been further criticized for failure to provide for regular an- 
nual payments. In discussing the distribution of income from al- 
lotted timber sales on the Quinault Reservation, the following state- 
ment appears at pages 62 and 63, part II of the report on Federal 
Timber Sales Policies. 

There is no valid reason why the allottees’ financial needs, within certain 
limits, cannot be met. The problem is entirely separate from the timber sale and 
eould be handled through revolving fund loans, 

And, also, this statement: 

There are many possible solutions. An example, where payments are made to 
the Indian for stumpage after withholding borrowings from the revolving loan 
fund, is included in the appendix. 

If we understand the suggested solution correctly, it is no more than 
a variation of some of the many schemes that we have considered and 
discarded. We shall be glad to discuss this further with you. 
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In testimony presented at your hearings of April 12, it was claimed 
that the Indians, b edistasitia could do a better job of marketing 
their timber through formation of a cooperative, to be managed by the 
Indians without Federal supervision. 

There are, of course, legal impediments to this proposal. In order 
to discharge his trust responsibilities propertly, the Secretary of the 
Interior must exercise some control over the manner in which the 
harvest is conducted. 

We shall be very glad to discuss with the Quinault Indians their 
views and desires relative to termination of Federal trusteeship over 
their affairs. This would be in harmony with departmental policy and 
the wishes of Congress as expressed in House Concurrent Resolution 
108, 83d Congress. 

Mr. Cosurn. Mr. Kephart, is this your conclusion, that the answer 
to this problem really is in termination? _ 

Mr. Keruarr. It would be a good answer, except for the present 
long-term contracts which would have to be carried out by some means. 

r. Copurn. But it would apply, for example, to those Indians in 
the Queets unit ? 

Mr. Kernart. It would apply to those Indians in the Queets unit- 
It is being accomplished to a considerable extent through the present 
volicy governing fee patents and supervised sales, as will be explained i 

ater. 

There was a considerable discussion before this committee as to the 
Indians’ needs for income. I have submitted for the record a copy of 
a letter of August 6, 1952, from former Superintendent Bitney of the 
Western Washington Indian Agency in response to a request by the 
Commissioner of Indian Affairs. It summarizes the benefits to be en- 
joyed by individual Indians from the contract for sale of timber on the 
Crane Creek unit that had recently been approved. This letter was 
requested just after the Crane Creek contract was entered into. It 
gives evidence of the Commissioner’s concern for the individual Indian 
welfare. It also reveals part of the problem that confronted us in 1947, 
to. which reference will be made later. 

Mr. Bitney’s letter shows that there were 470 separate allotments 
covered by the Crane Creek contract. Only 277 of the original 
allottees were living. The other 193 original allottees had died with- 
out receiving a penny of income from their timber. Of the 277 still 
living, 59 were more than 50 years old; 43 of them were between 51 
and 70; 14 were between 71 and 90; 2 were more than 90 years old. 

Mr. Wotr. How did the 193 who died benefit from sustained yield 

between 1920 and 1947? 

- Mr. Kepnart. Those Indians did not benefit at all, personally. 
Their heirs benefited, but not they. 

Mr. Worr. In other words, there is no benefit, then, to an Indiar 
until the timber is under contract ? 

Mr. Kepuart. That isright. That situation that I referred to on the 
Crane Creek unit was the situation in 1952. 

Tt can he assumed that essentially the same situation existed on the 
Taholah unit, with its 400 allotments, and on the Queets unit, with its 
nearly 575 allotments. It was one of the potent justifications for enter- 
ing into the large volume sales on the Taholah and Crane Creek units, 
and for attempting such a sale on the Queets unit. The large sales, 
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with advance payment provisions, assured these older people some re- 
turn from their timber before they died. 

I might refer to Mr. Wolf’s question again and say that prior to these 
sales, the timber sales operations had been progressing on the Quinault 
Reservation for, as I recall, about 20 years. A substantial portion, 
the southern portion, of the reservation had been cut. These allottees 
had received their income. 

Mr. Cosurn. How long will it be, Mr. Kephart, before the southern 
part of the reservation is reforested to such an extent that it can be 
cut again? 

Mr. Kepnart. We started out originally figuring in terms of saw 
log production. We are now figuring more nearly, except for cedar, in 
terms of pulpwood production, and we are figuring on going back to 
those lands in about 60 to 70 or 80 years, depending on when they are 
properly regenerated. 

Mr. Conurn. In the meantime, the Indian allottees are receiving no 
more income? 
Mr. Kepnarr. Except from some incidental salvage sales of the stuff 
left behind. They will receive no more income until there is something 

new grown on their land. 

Mr. Conurn. What is the Indian Bureau doing to hasten this refor- 
estation process ? 

Mr. Kernart. Our timber-sale management practice is to carry on 
those sales by staggered settings, which is the cutting of the small areas, 
fevins intervening uncut areas to reseed and regenerate the cutover 

nas. i 

Mr. Cosurn. This is called natural regeneration ? 

Mr. Kernart. Natural regeneration; yes. 

That is adequate, ordinarily, in that country. It is a good forest 
management practice. 

It may be asked whether we could plant some of the burned lands 
which:do not regenerate so well. The answer to that is essentially that 
funds, such as the Civilian Conservation Corps funds, that have been 
used for planting in many places are not available for planting these 
privately owned trust allotments. Plantings were made on tribal lands 
in some instances, and an experimental plantation was made on the 
Quinault Reservation. 

Mr. Copurn. Has the Department asked the Congress for funds 
for this purpose ? 

Mr. Keruart. No, to the best of myknowledge we have not. I 
don’t know how many acres there are of these heavily burned over 
lands on the Quinault Reservation. 

Mr. Cosurn. How many times have these lands been burned over? 

Mr. Krrpuart. Some acres, I suppose, several times. They have 
had several, I don’t know how many, rather severe fires that have 
burned over a substantial acreage south of the Quinault River. 

Mr, Cosurn. Would this indicate that present fire contro] measures 
are not entirely adequate ? 


Mr, Kernart. That is a question of what may be considered ade- 
quate. No matter how good a fire protection organization, you have 
you may run into an unusually bad fire season, such as they had recent- 
ly in. the Forks area, on the national forest and private lands. I do 
not know whether they considered that they had adequate fire protec- 
tion, but some heavy losses were incurred. 
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Mr. Cosurn. Do you consider your functions on the reservation 


with relation to fire protection adequate ? 

Mr. Kepartr. We have had a pretty good record. Until recent 
years, I would say “no,” beeause we have been handicapped by lack of 
funds. With the appropriations we have been receiving in more re- 
cent years—Cangress has been more favorably disposed in that direc- 
tion——I think we are building up to an adequate organization. 

Mr. Wersuine. I am Assistant Chief, Branch of Forestry. 

With regard to the question of these burned-over lands, in the eorly 
days the custom was to cut the timber in a progressive manner whi 
resulted in a continuous area of slash. When fires started in those 
areas, they usually were quite disastrous, In recent years, of course, 
the methods of cutting have changed to staggered settings and there 
are now isolated areas ef slash here and there. 

By the time operations return and cutting takes place on the ad- 
joining areas, that slash is well beaten down with reproduction in it, 
so it does not present nearly the hazard that it used to. That is one 





of the methods of cutting which has been used to assure better re- 


production. 

Mr. Cosurn. What was the date of the last serious fire? 

Mr. Kernuarr. 1937 or 1939; somewhere along in there, 

Mr. Wo tr. But you have done nothing to reforest those areas that 
were burned in that period ? 

Mr. Keprart. No.. 

Mr. Wo tr. That is the point you were asking about, is it not, Mr. 
Coburn ? 

Mr. Kernarr. Except this little experimental plantation during the 
CCC days. 

Mr. Gamste. Mr. Kephart, is it the policy of the Bureau of Indian 
Affairs to do any reforesting on any allotments any place in the 
United States ? 

Mr. Kepnart. We have not had, as I recall, any funds that would 
permit us to go on to a trust allotment. 

Senator Neupercer, Have you requested funds? 

Mr. Kepuart. We have not requested funds. It has come about 
in this way, in. the Lake States, for instance, that the tribe itself, 
where they have tribal funds, have brought up some of these allot- 
ments and replanted. They have done a good job there, in replanting. 
But as to lands remaining in trust status, as trust allotments, I do not 
recall anyplace where we have done any significant. planting. 

Mr. WotF. You have not withheld payments to, allottees,, part, of 
their payments, so that their money could be used to reforest their 
lands, if necessary, if natural regeneration did not occur? 

Mr. KerHart. It would have to be with the consent of the allottee, 
and, as I recall, we have never done that. 

Mr. Wo tr. You have never asked them ? 

Mr. Kernart. I don’t recall that we have; no. There was con- 
siderable testimony regarding the use of antedated inventories on 
the Quinault Reservation. We very freely admit that we did use 
antedated inventories, the simple reason being that we were, unable 
to obtain the appropriations to provide more adequate: inventories. 
It was a case, then, of either making sales-or waiting until some un- 
known time in the future when we would have these funds. 
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Mr. Cosurn. Were these funds requested, Mr. Kephart ? 

Mr. Kernart. That becomes a little more complicated, sir, in this 
way. You know that we are always operating under the budget 
ceilings of what we may request. Attention has been called, re- 
stanly am sure it gets into the appropriation hearings of the 
Congress—to the fact that we have antedated inventories, that we 


‘are underfinanced, and all that. But the total amount that we were 


allowed to request has been limited by these ceilings, of course, I 
think you will find that the farther back toward the reservation you 
go in setting up these budget requests, the more information you will 
find regarding the need of these inventories. 

Mr. Cosurn. Did you point out to the Appropriations Commit- 
tees of the respective Houses of Congress that you have been doing 
pretty well as far as funds are concerned through the imposition of 
this 10-percent administrative fee ? 

Mr. Kerwart. We have never implied that it would give us the 
funds we need for this type of reforestation. 

Mr. Cosurn. No, but it does show that you were charging the In- 
dians a fee which, according to your own statement, has amounted 
in some years to more than what you paid out. It seems to me that, 
if you brought that to the attention of the Appropriations Commit- 
tees, they might be more favorably inclined toward a request for 
funds for an inventory. 

Mr. Kepuarr. I am quite certain it has been called to the attention 
of the committees, Except for this last year, I have never testified, 
myself, before an Appropriations Committee. 

I do recall that statements have appeared to the effect that the 
deductions in some instances have exceeded the actual expenditures 
for a particular year. 

Mr. Cosurn. Mr. Chairman, I would suggest that you might ask 
the Department to give us some information on that; what they re- 
quested for these inventories and whether or not it was pointed out to 
the committee that this 10-percent administration fee has been more 
than adequate to meet the costs of administration on this reserva- 
tion. , 

Senator Nevusercer. I think either Mr. Gamble or yourself should 
make the request of the Department and see if we can get the infor- 
mation. 

Mr. Kepuarr. May I understand, sir; are you speaking specifi- 
ye of the Quinault Reservation ? 

r. Copurn. Yes. | 

Mr. Kepnarr. I was speaking in general terms of the Indian 
Bureau procedure. Whether the Quinault Reservation has been ac- 
tually, specifically mentioned, I would not know. 

Mr. Conurn. We will find it out. _ 

Mr. Kepnart. There has been considerable testimony regarding 


‘the former and the present fee-patent policies. I have covered this 


in my statement. I do not know whether you wish me to discuss it 
at this time, or whether you wish to bring it up later. 

It should be pointed out, sir, however, that for many years the 
well-established policy was opposed to granting patents in fee to tim- 
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bered allotments, if they were within a tract of Indian timberland 
susceptible of commercial development. It was a policy founded on 
the concept of the greatst good to the greatest number. It was justi- 
fied on the grounds that granting patents in fee to strategically lo- 
cated allotments, or fee patenting that would leave a checkerboard 
of trust lands, would depress the value of lands remaining in trust 
status, and would greatly increase the difficulty of managing the re- 
maining trust lands according to sustained-yield principles. 

Policies may be changed to meet changing conditions. On May 
16, 1955, after most careful legal and administrative review, the fee- 
patent policy was changed to one of recognizing that an individual’s 
Indian’s right to the ownership of his land in fee simple need not be 
subordinated to the interests of his tribe or to the management of the 
Jand as a part of a timber or grazing unit. There has been submitted 
for the record a copy of memorandum of May 16, 1955, from the 
Commissioner of Indian Affairs to the area directors announcing this 
change of policy. There was also submitted a copy of the-supple- 
mental, undated, statement on the new policy. 

As a corollary to the changed patent-in-fee policy, there was de- 
veloped a procedure for the sale of both land and timber, at the Indi- 
ans’ request, with the sale being accomplished under supervision of the 
Bureau of Indian Affairs. This procedure should not be confused 
with the regular timber sales. In the sale of land and timber, the 
sale terminates the trust status of the land, and it is no longer a trust 
responsibility of the Government. In a timber sale, the land remains 

in trust status. 
' A competent allottee today, therefore, has at least three choices. 
He may obtain a patent in fee. He may request a supervised sale of 
his land and timber. Or he may leave his land in trust status, with 
the timber being sold in the regular manner under Indian Bureaw 
supervision. The choice is his to make. 

Mr. Cosurn. Is it the policy of the Indian Bureau to encourage 
so-called competent allottees whose timber is under contract to apply 
for and get a patent in fee? 

Mr. Kepuarr. That is a question of policy. Mr. Lee, who is present, 
may wish to answer. 

I would say, and he may correct me on this, that there is no attempt 
whatever. The allottees are informed of their privilege. They are not 
urged, they are not coerced, there is no attempt made to get them to 
take a patent in fee, or to arrange for a supervised land sale. 

As I said, here, the choice is his to make. 

Mr. Copurn. Suppose, as in the case of Mrs. Slade, whose case you 
discuss later on in your statement, her timber was under contract to 
Rayonier. 

She applied for and obtained a patent-in-fee. As a matter of fact, 
there'is'some statement in the record to the effect that the Washington 
office of the Indian Bureaw assured her that it was expediting action 
on her application. Did the Indian Bureau or any of its representa- 
tives ever tell Mrs. Slade that she was not free to sell that timber to. 
anyone except Rayonier / 
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Mr. Kepnart. I am quite sure. Maybe I can find some comments 
that were made by Mr. John Libby, in our office, following the testi- 
mony by Mrs. Slade. Referring to her statement, Mr. Libby said: 

Mrs, Slade could not, of course, prevent the sale of the Crane Creek unit, 
but she could have withheld her own allotment by declining to sign the power 
of attorney. 

That is preceding the sale. 

He says he is not aware that there was any valuation placed on her 
timber in 1917. [Reading:] 

To my knowledge, no allottee has ever been refused the privilege of examining 
the general contract. . 

I am just reading down. I think I will come to some of this. 
[ Reading :] 

The policy of the Bureau concerning acceptance of work performed by private 
cruisers on appraisers— 


He covers that.a little bit here. _ 

Perhaps this would take it up. He is telling about her privilege of 
hiring competent cruisers, but we would insist that they be somebody 
who had no interest or who is not hired by an operator. 

Mr. Copurn. I think the language was that the cruiser that she 
would employ had to meet the requirements of and be acceptable to 
the officials of the Bureau of Indian Affairs. 

Mr. Kernart. That is right. 

Mr. Cosurn. Does that mean that this private cruiser had been 
employed at some other time, perhaps, on a retainer basis by the 
Bureau of Indian Affairs ? 

Mr. Kernart. No, not at all. It means he had to meet two quali- 
fications. Essentially, as I recall, first he must be competent himself, 
the cruiser, and, secondly, he must have no tie-in with any operator 
or other potential purchaser of this timber. [Reading:] 

We informed all applicants that if they were content to wait their turn, we 
would eventually “the Indian Bureau” get the job of cruising done, but that 
if they wanted quick action, they could avail themselves of the services of 
accredited cruisers, pointing out that in this latter case they would have to pay 
for the cruise themselves. 

Specifications were established by the Realty Branch. They called for noth- 
_ ing less than a 20 percent cruise. The reports were prepared in a form accept- 
able to that branch. 

Mr. Cosurn. At what point, if ever, did the Indian Bureau advise 
Mrs. Slade that she was not free to sell this timber to anyone but 
Rayonier ? 

Mr. Kepuart. This, again, is from Mr. Libby’s statements: 

Mrs. Slade was informed as were others who applied for patents under con- 
tract, when they applied for a patent, that the issuance of a patient in fee would 
not alter the timber contract. She was advised to be sure that she could make 
a satisfactory disposition of it before she secured such a patent. 

Mr. Libby says that he discussed this matter with Mrs. Slade on 
several occasions, both before and after she received her fee patent 
and pointed out the fact that the timber had been sold to Rayonier, 
Inc., at rates as specified in the contract, that the timber was worth 
that much to any prospective purchaser. 

Mr. Cosurn. What date was that? 
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Mr. Kernart. These are statements Mr. Libby made in the office 
following the hearings, sir. He says here that she was advised before 
she received her patent. 

Mr. Conurn. Mr. Chairman, for the record, I would like to quote 
from a letter dated October 24, 1956, to Mrs. Eveline Daisy Bor 
Slade, of Taholah, Wash., from M. L. Schwartz, Acting Superintend- 
ent of the Western Washington Agency in Everett, Wash., in which, 
referring to her application for a patent, and advising her that it has 
been issued, Mr. Schwartz says: 

We should like to point out that an appraisal is merely an estimate of value. 
Many alotments have been sold for a great deal more than the appraisal price. 
You should take all possible precautions against making a sale too hastily, and 
without carefully exploring the market by contacting all prospective buyers 
possible. 

The plain language of that statement seems to me to indicate to 
Mrs. Slade quite conclusively that she is free to go out and contact 

rospective customers, whereas, as a matter of fact, she should have 

een told that she was not free to sell this timber to anyone else, but 
could sell it only to Rayonier, according to the terms of an appraised 
valuation set on it by a cruiser approved by the Indian Bureau. Is 
that not a fact ? 

Mr. Kepuart. That is a fact. I think you said that was the letter 
sent to her with her patent, when it was issued ? 

Mr. Cosurn, ‘That is right 

Mr. Keruart. Mr. Libby says that he discussed this matter with 
Mrs. Slade on several occasions, both before and after she received 
her fee patent, and pointed out the fact that the timber had been sold 
to Rayonier, Inc., at rates specified in the contract, that the timber 
was worth that much to any prospective purchaser. 

Senator Neusercer. How. do you account for the discrepancy be- 
tween the statement that you have just read and this letter? 

Mr. Kepuart. Merely in this way, sir: that it was an unfortunate 
mistake that may have arisen from the fact that the western Wash- 
ington agency office is now in Everett, whereas Mr. Libby is in 
Hoquiam, 

Mr. Libby, in commenting on that, said : 

The letter referred to from Mr. Schwartz was a form letter sent by Realty to 
all allottees securing patents. It should not have been sent to Mrs. Slade. 

It was a mistake. 

Senator Neusercer. It is an unfortunate one, however. The letter, 
in effect, told her that she was free to make such arrangements as she 
saw fit for the best price for her timber when, in effect, she was a cap- 
tive seller for Rayonier. 

Mr. Kepuart. That is right. It would have been even more un- 
fortunate, sir, if she had not been informed long before she received 
her patent of the limitations. This is one of the mistakes that can 
happen when you have an agency divided. 

Mr. Wotr. Isn’t it also a fact that Rayonier did not have to buy © 
that patent? They already had a contract. 

Mr. Kerpuart. That is right. 

Senator Nevsercer. In other words, she could sell only to Rayonier, 
but they did not have to buy it. 
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Mr. Wo xr. They did not have to buy it. They did her a favor. 
Senator Neupercer. What disturbs me about this whole situation 


. is that it just seems to me that this is a one-way street on which Ray- 


onier has all the right-of-way. If it was not Rayonier, it would 

some other lumber company that had entered into this particular 

overall agreement. The Indians can sell only to Rayonier at the 

asa set by the Indian Bureau appraisal, and yet Rayonier does not 
ave to buy it. 

I just do not see how in the long run this can be justified. 

The thing that puzzles me about all of this is that the Indian Bu- 
reau is trying to justify it, rather than attempting to work out some 
totally different arrangement for doing equity to these Indians. That 
is the thing that has puzzled me from the beginning. I just do not 
see how, in fairness, this can be regarded as equitable treatment for 
these Indians. me 

Mr. Kepnarrt. Of course, the timber-sale contracts were entered into 
under the previous. policy regarding the issuance of patents-in-fee 
which was against the issuance of patents-in-fee to allotineits such 
as Mrs. Slade’s, within a timbered area. When the sale was adver- 
tised—before it was advertised—Mrs. Slade was approached, like the 
other allottees, and asked whether she wished to have her timber in- 
cluded in this sale. She assented, and gave her power of attorney, 
and the sale was made. 

The sale was then an accomplished fact, and her timber was com- 
mitted. 

After that, this revised patent-in-fee policy was developed and she 
was informed of the limitations. There were, I believe, a few patents- 
in-fee issued following which the Rayonier did buy the timber, the 
land, and paid the full price at that time. 

Mrs. Slade’s was one of the cases where they bought her timber. She . 
got full payment, rather than waiting for the time when her allotment 
would be reached in the progress of the sale. She would have received 
no income, I imagine, until 10 or 15 years hence. Rayonier did buy 
her land, however. They weren’t obligated to. 

Senator Neupercer. You are a trained forester and I am not. I 
think you and I have the same ultimate interest in this, a desire to 
see fairness done. Do you think this is a good arrangement for the 
Indian allottees? 

Mr. Kepuart. Well, sir, if I had a trust allotment and it was under 
contract for the sale of the timber, and if I found that I had the priv- 
ilege of obtaining a patent-in-fee, J would consider it very unwise to 
obtain that patent-in-fee, because all on earth I would get would be 
the privilege of paying taxes, unless I were able to sell it to somebody. 
But that is something on which we try strenuously to inform each 
allottee. 

Mrs. Slade did make a sale of her timber. She got just as much for 
it as she would have if it had been cut at that time. 

Mr. Copurn. She was just lucky. 

Mr. Kepnarr. Yes. After the patent-in-fee is issued, those trans- 
actions are not handled by us. 

Mr. Cogurn: Mr. Chairman, I think, broadly speaking, the problem 
is this: The Indian Bureau’s patent-in-fee policy has been broadcast 
all over the Nation, the effect being that they are going to encourage 
these Indian people to come in and get patents-in-fee. - 
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That is all right, perhaps, as a general policy. 

I am not arguing the merits of the policy, but it is confusing to an. 
individual Indian, because, as in the Sla e case, her rights and lia- 
bilities are not fully explained to her. She can easily be misled by the 
broad policy on the one hand and her individual status as an allotted 
Indian under contract on the other. 

In other words, you have a form letter here, which carries out the 
policy, and yet it is apparently misleading to the Indian, it is mislead- 
ing to me, and it would be misleading to anyone who got it. 

Mr. Wor. Mr. Kephart, to your knowledge, has Rayonier asked 
that patents-in-fee be granted broadcast on the Crane Creek unit, so 
that they can buy them outright, or do you think that they would 
probably balk if all the Indians got a patent-in-fee and they were 
told that they were under some compulsion to buy the whole thing 
lump sum ¢ 

Mr. Kepuart. I cannot speak for Rayonier. We have had indica- 
tions from Rayonier that they would not buy all of these patents. _ 

Mr. Wotr. That is what I understood their testimony to be. So 
when you grant a patent-in-fee to these people, Rayonier, appar- 
ently, isn’t ‘especially desirous of buying something on a cash basis 
that they have already bought on a time basis. 

Mr. Keruarr. That is what 2 appears in our statement that we have 
submitted for the record; that there is no obligation on the part of . 
Rayonier. Why they should wish to buy sometimes, I don’t know. 

Mr. Worr. Mrs. Slade’s timber had not been cut ? 

Mr. Kepwart. It had not been cut. 

Mr. Worr. She had gotten a couple of advance payments? 

Mr. Kepuart. She had some. I don’t know how many. 

Mr. Wotr. Two, I think. And 10 percent of that had been deducted 
for administration ? 

Mr. Kepuart. That is right. 

Mr. Wor. Was there any administration involved in her timber 
equal to the 10 percent charge? 

Mr. Kernart. That isa good question that I would have to analyze 
a little bit before I could come up with an answer. In other words, 
T will say it this way: I do not know just how those payments were 
handled, the deductions from those payments. I would have to look 
into that. I don’t know. 

Mr. Worr. But, outside of what you did for all allottees, you did 
not have to go on her allotment as part of timber sales administra- 
tion, to mark the timber and see that the sales were properly handled 
and the lines run, and all that. There was no special administration 
involved other than the sale of the timber? 

Mr. Kernarr. Our difficulty, if you can call it that, would be to 
see that the lines were properly run so that there would be no infringe- 
ment on the adjoining allotment. 

Mr. Worr. She had 10 percent of her payment deducted. She had 
$1,500 deducted. But did she have $1,500 worth of services rendered ? 

Mr. Kepnart. I think I would have to answer that in this way: 
When the advance payments are made, we deposited 90 percent of the 
advance .payment in the individual Indian account. The other 10 
percent was deposited in the Treasury as miscellaneous receipts. We 
do not consider that 10 percent earned until we have actually com- 
pleted the sale, or that portion of the sale. 
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Mr. Worr. But you have it? 

Mr. Kepuart. We have the money. 

Mr. Wotr. She does not get it back ? 

Mr. Kepuart. She does not get it back. No, she would not get it 
back. There has been, over the years since she received her allot- 
ment, considerable administrative expense. That is about all I can 
say on that. I do not have any better answer to give you right now. 

I would like, if I may, to make this statement. You suggested 
that the Indians were being urged, or something like that 

Mr. Cosurn. Do not put words in my mouth, Mr. Kephart. I said 
it is the policy of the Indian Bureau apparently to encourage Indians © 
to apply for patents-in-fee. 

Mr. Kernart. Well, I think that is a little bit strong, sir. We 
do not encourage, as farasI know. We give them the information of 
what they may do. Certainly we do not encourage them to obtain 
patents-in-fee to allotments that are under contract. 

Mr. Cosurn. That is the answer to my question. You say that 
you do not encourage these Indians whose timber is under contract 
to apply for a patent in fee ? 

Mr. Kernarr. We point out the difficulties or the added bunilen 
they will run into when they receive or obtain that patent in fee. In 
fact, we would recommend that they should not apply for a patent 
in fee. 

'. Mr. Cosurn. Why wasn’t Mrs. Slade told not to apply ? 

Mr. Kernart. I have read from the memorandum that Mr. Libby 
left with us that it was discussed with here, and it was pointed out 
to her. 

Mr. Conurn. It may have been discussed with her, and perhaps 
certain things may have been pointed out to her, but was she ever 
told that she should not apply for this patent in fee, because by so 
doing she would, in any event, have to sell her timber to Rayonier, 
whenever they devided to buy. it, that she would be subjecting her- 
self to income-tax liability, and so on? 

Mr. Keruart. I was not present, but from talking to Mr. Libby, I 
am quite sure that he would not tell her that she should not. He 
would advise her. He might suggest and recommend that it would 
not be in her interest to obtain a patent in fee. 

Mr. Cosurn. Is it not true that your Washington office was tell- 
ing Mrs. Slade that— 


We are going to expedite action on your patent-in-fee application. 


Mr. Kepuart. You have material there that I do not have before 
me, but I assume it is in connection with her application for a patent. 

Mr. Cosurn. That is right. 

Mr. Kepnarr. When an application for a patent is received, and 
it is shown that she is competent, certainly there is no reason for us 
to drag our feet at all. 

Mr. Copurn. Is there any reason for haste ? 

Mr. Kernarrt. I don’t know whether she wrote in and asked that 
it be expedited. 

Mr. Cosurn. Let me ask you this: Did the Washington officials 
who finally had the authority pass on this application for a patent 
in fee? Did they ever inquire, either of Mrs. Slade or your people 
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in the field, as to whether or not Mrs. Slade was advised of her rights 
and liabilities should the patent issue ? 

Mr. Kernart. That would be handled by the branch of realty, 
and I cannot answer specifically. 

Mr. Cosurn. Is there anyone here who can answer it ? 

Evidently not. 

Well, it is your statement, is it not, Mr. Kephart, that according 
to your information it is not now the policy of the Bureau of Indian 
Affairs to encourage allottees whose timber is under contract to 
apply for patent in fee ? 

Mi. Keruart. Yes; I can say that to the very best of my knowledge 
and belief it is not the policy, let’s say that, and as far as I know it 
is not a practice to encourage them to apply for patents in fee when 
their timber is under contract. 

Mr. Cozsurn. Can you furnish the committee with any document 
or policy statement from the Bureau to that effect? 

Mr. Kepuart. I can see whether there is such a statement, I do not . 
know, myself. 

Mr. Cozurn. If there is no such statement, how are the people going 
to know what the policy is? More specifically, how are the Indians 
going to know? 

Mr. Kernart. There may be in the record somewhere—I believe 
there probably is in the manual, the Realty Branch Manual. I do 
not. know. You are taking me outside the Branch of Forestry. I 
cannot give you a straightforward answer on that, and that I would 
like to do. 

Mr. Cosurn. I would like to ask Mr. Lee. 

Mr. Ler. My name is Rex Lee, Legislative Associate Commissioner, 
Bureau of Indian Affairs. 

Mr. Coburn, in reply to your question, I will simply say this, that 
our overall policy is not to encourage anyone to apply for a fee patent. 
We do accept applications for patents and we process them upon their 
application. 

Mr. Cosurn. What is the great change in policy, then, to which 
you keep referring ¢ 

Mr. Ler. The great change in policy is simply that prior to May 16, 
1955, allottees could apply for fee patents, and many of them fre- 
quently did, but they never received one. I think, as Mr. Kephart 
has pointed out, there were many people, many allottees, that died be- 
fore they could ever receive a penny from their allotment. Many of 
them came to the Congress, had bills introduced to force the Bureau 
into giving them a fee patent. Many of them sent literally hundreds 
of letters and applications into the Bureau and to the Congress, to 
the President, and everyone else concerned. But they were simply 
unable to get any action by the Bureau on their application until this 

change in policy came about. 
- Mr. Cosurn. Then, if I understand your statement correctly, while 
you do not encourage them to apply, when they do apply you issue a 
patent-in-fee, is that right ? 

Mr. Ler. When they do apply, we consider the application carefully, 
and if they are competent in our judgment to handle their property, 
they are eligible for a patent in fee and we grant it. I would like to 
again point out that in the policy statement of May 16, and the supple- 
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mental statement that was issued after that, we are very careful to 

oint out that we are not urging them to apply for patents in fee, 
out that-if they do, and if they are judged competent to manage their 
property, then a fee patent will be granted. 

Mr. Cosurn. How carefully was the Slade application considered ? 

Mr. Lee. That I cannot say. I assume that it was handled very 
carefully, because our people have had instructions to go over these 
applications very carefully, to fully explain-to the applicant what an 
application means, all of its consequences. I would simply have to 
presume, I cannot tell you on a single application but I would have 
to assume, specially from what Mr. Kephart has read here, that her 
application was very carefully considered. 

I would also assume from her testimony that she is a capable woman 
and was entitled to a fee patent upon application. 

' TI would like to point out one other thing. The letter that you read 
from the superintendent—and I do not recall the exact wording on 
it—to Mrs. Slade is generally a form letter, a final letter that goes 
out on these fee-patent applications. That generally refers to the 
patenting of the land, not to the sale of the product on the land but 
the patenting of the land itself. 

Mr. Cospurn. That may be true, but I think the gist of Mrs. Slade’s 
complaint, as I read it, Mr. Chairman, is that she was misled into 
thinking that, if she followed the directions of the Bureau of Indian | 
Affairs as to getting this timber of hers cruised, she would then be 
free to sell it. 

Senator Neupercer. It seems to me that is the implication of what 
was told her. 

Mr. Cosurn. If that is not true, then the least that this record 
shows is that nowhere, to my knowledge, did the Indian Bureau, 
either at the Washington level or the field level, ever tell this Indian, 
“Tf you go through with that patent-in-fee, you will subject yourself 
to income-tax liability, and we will charge you 10 percent. You will 
end up with X dollars. We do not know whether Rayonier will buy 
it today, tomorrow, or in 1982.” 

If anyone has told Mrs. Slade that, I would like to have them 
come forward and say so. 

T cannot imagine Mrs. Slade or any other competent person, so- 
called, undertaking to get a patent under those circumstances. 

Mr. Lee. Mr. Coburn, I was just going to say that we cannot 
produce all of the field people that might have talked to Mrs. Slade 
about it. Our testimony from the superintendent here, I think, is 
rather conclusive that he did discuss all of the repercussions with 
her, and she understood what she was doing. I grant you that in the 
letter that you read, there is not a full statement 

Senator Neunercer. Do you mean the Schwartz letter?’ 

Mr. Ler. Yes. 

Mr. Cosurn. I will be glad to put it into the the record, Senator. 

Senator Neupercer. I think it should be made a part of the record. 

Mr. Worr. All of that is already part of the record, Mr. Chairman. 

Senator Nevsercer. All of that is in the record? 

Mr. Worr. Yes. Mrs. Slade submitted all of that for the record. 

Senator Neupercer. Thank you. 

Mr. Marion, did you want to be heard? 
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Mr. Marton. Mr. Coburn asked. that anyone come forward that 
could help on that. 

Mr. Forrest has a comment that I think would be very enlightening. 

Senator Neupercer. Mr. Forrest, did you want to make a comment 
that would pertain to what we are discussing ? 

Mr. Forrest. Just to clear this up, Mr. Coburn, I thought I might 
comment that Mrs. Slade contacted me on several occasions prior to 
the time she applied for a fee patent. At that time, she wanted to 
know, (1) whether or not we would buy it, (2) whether or not we 
would release her from the contract if she obtained her fee. I advised 
her that we would under no circumstances release it from the contract, 
and that we would consider the purchase of it after she had obtained 
her fee, because we would not be involved in whether or not she was 
going to apply. I do not know if that helps any. 

Mr. Cospurn. My question goes simply to what the Indian Bureau, 
trustee in this thing, told Mrs. Slade, not to what some private party 
told her. 

Mr. Ler. I think we would have to rely on the questions that we 
posed to the superintendent on these conversations. I think that is 
rather clear. 

I would like to say again that this is a form letter that goes out when 
a fee is issued. It is a final warning to all of the people that they 
should try to get the best possible price if they anticipate sales. Itisa 
good precautionary measure. 

Senator Nevsercer. Do you think the letter, Mr. Lee, does make 
clear to the Indians their exact status in the situation ? 

Mr. Ler. I think in this particular instance, where you have a sales 
contract on the land, it would have been preferable to again call to 
her attention the fact that while this pertained to the land itself, 
that the product on the land was under a sales contract. I think it 
would ‘have been much better if that had been done, and I think it is 
something that we can certainly do in any future patents. I believe 
we will instruct our people to do just that. 

Senator Neusercer. I am glad you mention that, because it seems to 
me that this letter does have certain serious omissions in it. 

Mr. Ler. It certainly does, in a case of this kind. I think it would 
be preferable on any future form letters on patents to call attention 
to any contracts that might be outstanding. 

Mr. Woxr. Mr. Lee, do you plan to issue patents-in-fee on the 
Quinault Reservation when timber is under either of the two long- 
term timber contracts in the future? 

Mr. Lez. If someone applies for it and meets our competency 
standards; yes, sir. 

Mr. Wotr. You will issue a patent-in-fee ? 

Mr. Lzz. Yes. .... 

Again i would like to say that we do not encourage them, as we 
do not encourage any applications, for a fee patent. 

Mr. Cosurn. What do they do, then, Mr. Lee, after they get a 
patent ? 

Mr. Ler. That is entirely up to them. They might want to deal 

‘with the timber company that has the contract. They might want 
to simply sit there and hold onto it. 
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I agree with Mr. Kephart that I think they are foolish if they do 
not have a deal worked out with a timber company where they think 
they can get a good price for their land. 

Mr. Cozsurn. Will you, in the future, as a matter of policy, make 
clear to these Indians their liabilities that will naturally and inevit- 
ably follow should the patent-in-fee be issued? I do not think this 
has been made clear at all. 

Mr. Wersuine. Mr. Chairman, I can recall in conversations with 
Mr. Libby at least two times and possibly more, where we have dis- 
cussed this problem, and I can recall him mentioning that he dis- 
cussed this matter quite thoroughly with Mrs. Slade before this fee 
patent was issued, and that she understood that if she took the fee 
patent there was only one company to whom she could sell this timber. 

Mr. Cosurn. That may be clear, but was she told what would hap- 
a to the proceeds of the sale, which she probably anticipated as 

ing quite a large sum of money, after the patent had been issued ? 

Mr. Wersutne. What would happen to the proceeds? 

Mr. Cosurn. Yes. Or did you consider that none of your business? 

Mr. Wersuinc. What she did with the money ? 

Mr. Cozsurn. Not what she did with it, but how much she would 
actually get after taxes, and after paying the 10 percent adminis- 
trative fee, and so on. 

Mr. Wersuine. I cannot tell you exactly. I do not recall exactly 
what Mr. Libby might have said to her. But I know he was aware 
of an income-tax situation. I am reasonably sure he would have 
discussed that with her. 

Mr. Cornurn. He was aware? 

Mr. Wersuine. I am saying that Mr. Libby probably discussed 
that with her. 

Mr. Conurn. You are not sure, though ? 

Mr. Wersuine. No. 

Mr. Kepuart. I think this question of income-tax liability was not 
firmly established even at that time, as you are aware, sir. There was 
a case in the courts either at the time or approximately at that time. 
This question of income-tax liability had not been settled. 

Mr. Cosurn. But it is clear now, is it not, Mr. Kephart ? 

Mr. Kernartr. Iam not sure that it is; no. 

Mr. Copurn. Have you asked for a ruling from Internal Revenue 
/ on it? 

Mr. Kernarr. They are working on it. 

Mr. Ler. Let me say that I certainly think these people should be 
advised of the possibilities of such things, and I think that we will 
take steps from here on out to do it. Our people feel. that Mrs. 
Slade was aware of the fact that she would be subject to certain taxes. 

On the other had, she may not have clearly understood it. I think 
that this discussion clearly brings out the need for a specific notice to 
the allottee in writing from the Bureau. : 

Senator Nevpercer. Let me get one thing straight in my own mind. 
Mr. Kephart says that the whole matter of taxes is in process of adjudi- 
cation by the Internal Revenue Service; is that correct ? 

Mr. Kepuart. We have had some telephone calls from a repre- 
sentative of the Internal Revenue to get information. As I under- 
stand from conversation with them, they have this question in mind 
as to a tax liability. 


wo 
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Senator Neusercer. Is it settled now or not? It is not clear in 
my mind. 

Mr. Cosurn. As to trust property at the moment it is settled. The 
Supreme Court settled it. But not as to patent-in-fee. 

Mr. Kepnart. That is the question, to what extent is it taxable after 
a fee patent is issued. . 

Senator Neusercer. That still is in doubt; is that correct ? 

Mr. Keruarr. In my mind; yes. 

Mr. Cosurn. I do not think there is any doubt that they are subject 
to income taxes. If I sell my home for a profit, I have to pay the 
‘Income taxes. 

Senator Neusercer. You would pay a capital-gains tax on the profit 
you would make on your home. It would seem that the same thing 
would pertain to this timber. I am no fiscal expert or tax expert. 

Mr. Ler. There is a question of when your capital gains should 
run, from what date the capital gains would run. 

Mr. Cosurn. The nature of the property shifts from trust property 
to patent-in-fee property. 

Senator Neusercer. There is still a doubt, then, as to when the 
property is appraised for the purpose of computing the value realized ? 

Mr. Lex. That is correct. ; 

Mr. Wotr. Mr. Lee, would I also be able to assume that you would 
advise a person getting a patent in fee that, if a company holding a 
timber contract did not choose to buy up their timber, they would still 
be subject to a Bureau of Indian Affairs timber contract, they would 
still have to pay 10 percent of any revenue they received for the 
administration of the contract, they would not be free to come in and 
have their own independent scaling, and they could not renegotiate the 
price or anything ? 

Mr. Lex. I think those are good points that we should have down 
in black and white to all of the allottees that make application. — 

Senator Nevsercer. Proceed, Mr. Kephart. . 

Mr. Kepuart. I wish to return now to a discussion of timber sales 


‘policy. 


It is not necessary to consider here the relative merits of the old 
and the new policies with respect to granting patents in fee to tim- 
bered allotments, discussed above. We must: recognize, however, that 
timber sale planning was formerly very properly within the frame- 
work of a policy that frowned upon fee patenting of timbered allot- 
ments. Beginning with May 16, 1955, timber sale planning has recog- 
nized the new policy of granting patents in fee to competent Indians, 
upon request, and of honoring requests for supervised sales of land 
and timber. 

Then, in my prepared statement, I point up again the situation 
that confronted us in 1947 when we were contemplating these big 
sales, and I set out the many different plans considered for handling 
this problem, where the Indians wanted a quick income. We con- 
sidered, for instance, Federal purchase of the land for inclusion in a 
national forest. It did not arouse any particular congressional in- 
terest at the time, although I do not know whether it was actually 
presented to Congress. .We considered acquisition of all the land by 
the tribe, through an RFC loan or something like that. That did not 
pan out, nor did the tribe itself indicate any interest. 
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We considered, of course, small sales. 
as we will be glad to discuss here. 

At one time, it was proposed to combine all of the timber in the 
present Crane Creek, Taholah, and Queets unit as one sale, but it 
looked too big for anyone. 

When the relative advantages and disadvantages of the various 
proposals were analyzed it was determined that the best compromise 
solution was to subdivide the unsold area into 3 blocks, and to adver- 
tise these 3 blocks for sale at the-same time. 

Among the disadvantages that were recognized in the plan even- 
tually adopted were these: The owner of higher-valued timber would 
subsidize the owner whose timber is of lesser value, owners of equal- 
valued timber would receive differing returns because stumpage rates 
would not be the same when each allotment is cut, the estimated 
volume of timber stipulated in the contracts would be based essen- 
tially upon timber inventories far antedating the sale, and the timber 
sale procedure would not provide each allottee, or in fact any allottee, 
a regular annual income according to his needs. 

It was also recognized that by charging a uniform rate per thousand 
feet for timber on all allotments at a given time, regardless of the 
physical location of the allotment, there would be an unequal assess- 
ment of such items as road construction and hauling costs. There 
would also be inequities resulting from the fact that some allottees 
would receive payment in full for all of their timber during the early 
years of the contract, whereas the early income to other allottees would 
be only in part, through the advance payments. 

The probability that the large advance payments would reduce 
competitive interest was also faced squarely, and accepted as one of 
the undesirable features of a long-term contract. 

In the circumstances as they existed at the time, it was nevertheless 
the carefully considered opinion of many competent individuals, with 
long experience in Indian affairs and in timber sale procedures, that 
the adopted plan was the best solution. 

There has also been much testimony before this committee concern- 
ing participation by Indians in forest management. 

Mr. Copurn. You were talking about small sales, and you say, on 
page 22, in the last paragraph: 

Aside from the practical difficulties of administering the multitude of small 
sales, there would be the preblem of providing access to each sale area across 
many other sale areas. In the large sales, each allottee grants reasonable right- 
of-way across his allotment for the.removal of all other timber covered by the 


same general contract, and this eliminates the right-of-way difficulty that would 
be encountered in smaller sales. 


Why is that? 

Mr. Kernart. When we set up a sale, which includes a number of 
allotments and perhaps tribal land, the allottees ordinarily will grant 
a power of attorney to the superintendent to make the sale for him. 
In that power of attorney, the allottee grants reasonable right-of-way 
across his allotment for the removal of any other timber within that 
same sale area, not for any timber outside that sale area, subject to 
reasonable compensation for damage. These large sales are set up 
in such a manner as to provide automatic reasonable right-of-way for: 
all timber to be taken out. 


That did not fit the problem, 
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However, if we set up a-series of small sales, this right-of-way 
granted by an individual allottee would again be confined to the 
particular sale area. Other sale areas, less accessible to the present 
transportation facilities, would have to obtain rights-of-way, outside 
of the contract, across the intervening allotments. 

Mr. Conurn. Are you familiar with the access problems on the 
O. and C. lands? 

Mr. Kepnart. Ina general way only. - 

Mr. Cosurn. You realize there are problems there ? 

Mr. Kernarr. Yes. 

Mr. Cosurn. And you realize that to a certain extent those prob- 
lems have been met from time to time # 

Mr. Kepnart. Yes. 

Mr. Cosurn. What I do not understand is this, and perhaps it is 
because I am not an engineer: I do not see why in a sale of reasonable 
size, as compared to a huge sale, it is more difficult to solve these access 
problems. I just cannot see it. Of course, I can understand if you 
sold each allotment as an individual sale, that might be a problem. 
But to what degree or to what extent does the difficulty set in, or at 
what point does the difficulty set in, that makes it impossible to set up 
small sales ¢ 

Mr. Kernart. Suppose we had a small area where these gentlemen 
here and myself had allotments. Each of us grants a reasonable right- 
of-way across his allotment for any timber taken from any one of the 
allotments. So as long as that sale area adjoins some public high- 
way, the access problem is solved. However, if we have to go across 
Mr. Wershing’s allotment to reach our area, and he is not under this 
contract, or if he is under some other contract, the minute we reach 
his allotment we are up against an access problem. 

Mr. Cosurn. What about the purchaser compensating Mr. Wer- 
shing for the right-of-way across his land ? 

Mr. Kepnartr. Yes; if the other allottee consents. 

But under the law and under the regulations, consent of the land- 
owner is required. 

Mr. Cosurn. I understand that. 

. Mr. Kepnarr. If he does not consent, or if he wishes to charge 
a rather heavy toll, or even if he charges a reasonable toll, and there 
are a dozen or 20 allotments between this particular little sale area 
and the -public, you build up the charges in the way of access pay- 
ments, or toll payments, to the point where you just reduce the stump- 
age rate. 

Mr. Cosurn. Is this a contingency, or is it an estimate or is it based 
on actual experience ? 

Mr. Keruart. It is based on the known fact that when we looked 
at that reservation map and saw all these allotments, and tried to draw 
sale boundaries, small-sale boundaries, and then saw the number of 
allotments between us and the main access, we could foresee those 
problems. We do have, as I recall, one instance on the Quinault 
Reservation. We proposed to make a small sale and the feasible access 
to that sale area was across the Yerkes allotment. Yerkes did not 
consent to come in under the sale, and he did charge a toll. 

Mr. Cosurn. He let you go across, but he charged you a toll? 
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Mr. Kernart. That is right, but if you eee that by a dozen or 
more allotments, you have difficulty. That is the difficulty we try to 
overcome by combining the larger sales. . 

Mr. Wotr. How did you handle the Milwaukee Trail section ? 

Mr. Keruarrt. That is the one I was speaking of. 

Mr. Cosurn. Have you ever brought them in and asked them as 
a group as to the desirability of having smaller sales provided they 
would grant reasonable access ? 

Mr. Keruarr. No, I do not recall that we have. It would be quite 
a chore, when you have up to a thousand individuals living all over 
the United States, to do that. We would have to do it by corre- 
spondence. 

Mr. Cozurn. Is it your statement that under these circumstances, if 
sales are put up on the Queets unit, they will have to be large sales 
similar to the ones in effect now ? 

Mr. Kernart. No. The Queetsunit? There is no longer an oppor- 
tunity for large sales on the Quinault Reservation. On the Queets 
unit, the pattern of fee patents and supervised land sales is such that 
we cannot foresee any need or possibility of large sales. We are right 
now developing small sales. e recently sent out a little circular of 
information to about 20 allottees, I believe it was, telling them that 
we are trying to plan a small sale. To the best of my knowledge, this 
question of large sales, such as the Crane Creek and Taholah, is noth- 
ing to consider for the future on the Quinault Reservation. 

r. Copurn. You say you are setting up small sales on the Queets 
now ? 

Mr. Kernart. We are trying to, yes. . 

Mr. Cosurn. What about your access problem? That is what I 
am coming back to. 

' Mr. Kernart. This particular group of allotments is close to a high- 
way. Perhaps it would be well to show a map of the Queets unit, 
and show you what is happening in the way of access. Incidentally, 
Mr. Trier, Chief of the Branch of Roads, is here, and maybe he will 
be able to inform you further on what is being done there, in the way 
of access roads. 

Here is a map of the Queets unit. You will see going south from 
the main highway a black line, which is a right-of-way, a logging 
truck road right-of-way, application that has been received. The 
applicant owns the lands there at the end of the road. The requested 
right of way crosses both alienated and trust allotted lands. This 
application is being processed in the field. The right-of-way, when 

anted, if it is granted, will provide for the use of that road in mov- 
ing timber from other trust lands, subject to a reasonable payment for 
maintenance costs, 

Mr. Corsurn. Is this road in place now? 

Mr. Kupnart. No. It was a right-of-way that had been applied 
for when I received the map. 

Mr. Copurn. Do you think that this situation could be repeated or 
extended in other sections of the Queets unit ? 

Mr. Kepnart. It will have to be to get in there, There will have 
to be some roads in there. ao. 

Mr. Cosurn. So you are facing up to the access problem on the 
Queets ? 
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Mr. Kerpuarr. Surely we are. 

Mr. Cozurn. So, actually you can set up some small sales? 

Mr. Kerpuarr. Yes. But it will be an access problem to reach iso- 
lated patches of the lands remaining in trust, rather than to cover the 
entire area. You can see there, that is the Queets area, and if that 
had been under contract as the Crane Creek now is, each allottee con- 
senting to include his timber in that sale would have given reason- 
able access and our access problems would have been solved. 

Mr. Copurn. But you are facing up to your access problem and you 
are going to have, or try to get, some small sales on the Queets? 

Mr. Kernarr. That is right. 

Mr. Ler. It is entirely possible that in facing up to the right-of-way 
problem, that the Indians in these isolated areas may get much less 
for their timber than they normally would. They may have to pay 
an exorbitant price for rights-of-way. Rights-of-way are definitely 
a problem on this type of thing, regardless of how you operate. We 
are faced with a right-of-way problem not only on this reservation 
but on many others. We have many allottees that are in strategic 
locations that are making application for fee patents. They are goin 
to present right-of-way problems to the allottees that are back up o 
the road and up on the range. 

Mr. Kepnarr. Perhaps you would be interested in this other map. 
It’ shows as of sometime in March or April the land status on that 
same Queets area. The red is fee patented now. The yellow is the 
lands that have been sold under supervised sales, the land and timber. 
The green is the allotments on which we have applications, either for 
a patent in fee or supervised sale. 

The purpose is the areas that were offered for sale but no bids were 
received. 

Statements by those on the reservation who are in a position to 
know indicate that at the present rate of progress, probably 75 per- 
cent of the trust allotted lands will eventually go out of trust status. 

Mr. Wotr. May we have that map for the record ? 

Mr. Kernarr. Yes. 

Senator Neupercer. I would like to ask the staff if it is possible to 
have this reproduced in the record or not. First is it necessary? . 
There would be some expense and bother. Secondly, because it is in 
color, it would be impossible to give the accurate implications con- 
tained in the map. 

Mr. Wotr. It would have to be crosshatched. 

Senator Nreupercer. It would be quite a task, and involve a lot 
of expense and time. I wonder if it is necessary. 

Mr. Wor. I meant to have it for the committee file. 

Senator Nreupercer. We will keep it for reference. It has been 
described by Mr. Kephart. If any member of the subcommittee or 
committee wants to see it,.it will be available. We will not include it 
in the official transeript. 

Thank you. 

Mr. Kepuarr. Now we are considering participation by the Indians 
_in forest management. A considerable volume of testimony before 
the Joint Committee on Federal Timber apparently led to this state- 
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ment at page 63, part IT, of the Report on Federal Timber Sales Pol- 
icies : 

One matter which came out in the testimony was the indifference of the Bureau 
of Indian Affairs to providing democratic self-government among the Indians. 
The Quinault Reservation is a good example. 

Testimony before this committee has been in the same vein. 

It is the expressed policy of the Bureau of Indians Affairs to en- 
courage meaningful consultation with the Indians on all matters af- 
fecting their welfare, including the management of their resources. 
Clear evidence of this is found in the down-to-earth consultations that 
the present Commissioner of Indian Affairs has held with representa- 
tives of practically every Indian group throughout the country. His 
views on consultation are indicated in his memorandum to area direc- 
tors and superintendents of April 12, 1956, a copy of which has been 
submitted for the record. 

Mr. Cleveland Jackson, chairman of the Quinault Tribal Council, 
testified before this committee and complained that the council was 
not properly consulted prior to the time that the Crane Creek and Ta- 
holah contracts were virtually accomplished facts. He stated that the 
tribal council had nothing to do with making arrangements for these 
sales. 

Mr. Jackson’s statement is not in accordance with the facts. 

At this point we have submitted seven exhibits which show that the 
tribal council was consulted as early as 1947, and that such consulta- 
tions were continued throughout the time that these sales were being 
developed. The names of Mr. Cleveland Jackson and of other mem- 
bers of the tribal council are found frequently in these exhibits. 

I wish there were time to run down through these exhibits and men- 
tion what is contained in them, because they are quite revealing. 

The exhibits give some evidence of the extent to which an attempt 
was made to inifeaeti the tribal council officially of action being taken 
to sell this timber. It does not reveal the numberless conversations 
with members of the council and with individual Indians who came 
into the Agency office to discuss their needs and desires with respect to 
timber sales. No complete record is ever kept of such meetings, be- 
cause it is a usual part of day-to-day activities. 

Messrs. McLeod and Jackson have complained to your committee 
that powers of attorney were obtained from some allottees several 

ears before the timber was sold. It.is true that several years elapsed 

etween the receipt of some powers of attorney and the actual sale 
of timber. This was a necessary fact because of the complicated land 
ownership program. 

We are faced with a difficult problem in devising means for con- 
sulting with individual allottees on actions to be taken in connection 
with the large contracts on the Quinault Reservation. _ 

Nevertheless the Quinault allottees have been consulted to a greater 
degree than previous testimony before the committee would lead one 
to believe. One example is the memorandum of information to 
allottees concerning the proposed North Quinault timber sale that 
has been submitted as exhibit 3. : 


Exhibits 12 and 13 are copies of sample letters sent to allottees 
with requests for their powers of attorney to sell timber on the 
Taholah and Crane Creek logging units. 
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Senator Neusercer. Mr. Kephart, it is nearly 11:30 and the Senate 
will be in session at noon. As I said earlier, the entire statement will 
be in the record. 

There are some very cogent questions that I think must be asked 
‘and which.to me simmer down to the material which begins on page 
50 of your statement, with respect to the comparison of prices, the 
contrast in prices, charged for this timber or obtained for this timber 
by the Bureau of Indian Affairs and by the Forest Service. I note 
in your statement that you claim that the comparison is not wholly 
fair, that there are differences in topography, elevation, proximity 
to the seacoast, et cetera, which do furnish the basis for a difference 
in value in Forest Service stumpage and the BIA stumpage, which 
is managed for the allottees. I do think this is at the heart of our 
problem, and I think for the next half hour we should have some 
questions and discussion on this, if agreeable to you. 

I followed this whole problem, both as a citizen of our State and 
as a Senator from our State, when I participated in the hearing at 
Grays Harbor where all the Indians presented their testimony. 
.Many of their complaints were that they sell their timber at prices 
that they think are far less than what. the Forest Service obtains for 
similar and comparable timber in contiguous areas. 

I note in your statement you say that such a thing is not true. 

Mr. Kernarr. Mr. Wershing is better prepared than I to discuss 
the details of these transactions and of our comparisons. I think it is 
iremendously important, however, to emphasize the fact that it is 
not just the topography but the effect of topography upon stand com- 
position, and, therefore, the desirability of the timber we have to 
offer. 


STATEMENT OF HENRY R. WERSHING, BUREAU OF INDIAN 
AFFAIRS 


Senator Nevsercer. It is quite all right if Mr. Wershing does that. 
If you or Mr. Lee want to add something, that is quite agreeable. 

Mr. Wo r.. I have a few questions I would like to ask Mr. Wersh- 
ing. I have read his statement carefully, and I think it gives quite 
an insight into the operations of the Bureau. 

You have in your statement a series of graphs covering 6 Indian 
reservations and 10 national forests. I would like to ask you a 
couple of general questions about it. You state that the relative 
stumpage rates do not account for such obvious differences of contract 
terms or competitive interest. It is your position that these graphs 
do not reveal everything that should be revealed. 

Mr. Wersuine. That is right. They reveal average returns for 
stumpage. 

Mr. Wotr. If you had a situation where the average logging costs 
could be isolated and were known to be comparable, and you could 
make adjustments for transportation differences, you could arrive’ 
at some differential, some measure of comparability, do you not think? 

Mr. Wersuinc. You could, if you took into consideration all the 
factors that are involved. 

93277—57—_— 38 
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Mr. Wor: You say in your statement that the only factual presen- 
tation is‘onée which analyzes the actual amount of money received for 
the timber. 

Mr. Wersuine. That is right. 

Mr. Wotr. Does ‘that imply that bid prices are not factual 
information ? 

Mr. Wersutne. That is right. 

Mr. Wor. ‘What is wrong with bid prices ? 

Mr.’ Wersutne: Well, many times, bid prices are not the actual 
prices received, because there are adjustments in rates later on. _ 

Furthermore, bid prices in one particular year do not necessarily 
mean that those are the rates which are received during that year, 
because many times that timber is cut in subsequent years. 

‘Mr. Wotr. If you were thinking in terms of appraising for the 
future, would you feel that bid price—provided there was no reap- 
praisal involved, and it was known to be a firm price—that a bid 
price would give you a better idea of what the future means than the 
actual prices, which may include a number of contracts that are 
several years old? i 

Mr. Wersurne. Well, it is possible that it could, but I do not 
believe that it would necessarily be an absolute indicator. 

Mr. Worr. But it would tend to be an indicator? 

Mr. Wersuine. Many times these people bid on various sales and 
what they anticipate will happen in the market. It does not always 
happen that way. 

Mr. Woxr. I would agree with you on that. 

But the actual sales prices, what is actually received in a given year, 
may not also be of equivalent value. In other words, you may have 
some older contracts. I believe on the Fremont, for example, in 1955, 
the actual prices received dropped because of the large amount of fire- 
killed timber, and the same is true on the Quinault working circle 
earlier. ’ 

The actual price of timber cut in subsequent years dropped. So 
your comparability. is not there, is it ? 

Mr. Wersuina. Well, that is true, of course, to a limited extent. 
But when you refer to the Quinault and the Forks fire, this fire hap- 
pened late in 1951 in the national forest. Contracts were executed for 
the sale of this fire-killed timber, largely in 1952; the cutting began 
in 1952 and was continued for several years. 

We note that there is a substantial drop in the return to the Forest 
Service, even when you eliminate the salvage timber. 

But for the contracts on the Quinault there was no drop. We try 
to administer them in ‘such a manner so that every small, local condi- 
tion which happens over a very short period of time is not reflected 
in the prices. We would not expect the Forks fire to be necessarily 
reflected in the prices, nor would we expect a situation that happened 
late in 1954, when they had a prolonged strike and everybody was out 
of logs, and everybody was anxious to buy logs to-keep their opera- 
tion going, that we would necessarily obtain the highest prices that 
are obtained for short-term sales. one. 

Mr. Wotr. Then it would be fair to say that these graphs are gen- 
eral indicators, not absolute indicators ? 

Mr. Wersuine. That is right. 
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Mr. Wotr. You have to be very careful in interpreting any of the 
data in the graphs to establish whose timber was properly priced if 
you wanted to establish that fact from them / 

Mr. Wersuine. I think that fact is made clear in the statement. 

-Mr. Wor. Your graphs did not include Knutson-Vandenberg pay- 
ments in the national forest prices received, did they ¢ 

Mr. Wersuine. That is right; they did not. 

Mr. Wotr. To that extent, they woud be in some error ? 

Mr. Wersuine. That is right, and to the extent of possibly on the 
average of 50 cents to a dollar. ; 

Mr. Wotr. Depending on the situation ? 

Mr. Wersuina. Yes. 

Mr. Wotr. You did not try to examine the effect of reappraisal in 
taking the actual prices and what it might do to actual prices? 

Mr. Wersuine. All that we did was to make a comparison of the 
money that was actually received for timber sold. 

Mr. Wotr. These graphs, then, are not adjusted for quality or any- 
thing like that ? 

Mr. Wrersuinea. No. 

Mr. Woxr. In the average graphs, the ones that purport to show 
average prices for all species, there are different species compositions 
from year to year, I notice, in national forest timber. So the fact that 
prices may have dipped or declined may be affected by that as much 
as by any other single factor: is that right? 

Mr. Wersuine. That is what we are trying to say about the Qui- 
nault, that the Quinault species composition is entirely different from 
others, such as on the Olympic National Forest. 

Mr. Wotr. Would you turn to page 21 of your prepared statement ? 

There is a table at the top of that page which came out of the Fed- 
‘eral timber sales policy report. Do I understand correctly that you 
think this is misbdantioas information? You say “Again these bid 
rates give misleading information.” 

Mr. Wersutne. That is correct. 

Mr. Wotr. Do you know where that table came-from? That table . 
came from the Bureau of Indian Affairs report. It was not adjusted 
by the committee staff. As a matter of fact, on both sides of it, both 
before and after it, you will find that the whole thing is a quotation 
out of the Bureau of Indian Affairs apraisal. I do not object to your 
calling it misleading, but the whole thing is from the Bureau. 

Senator Neupercer. May we note, Mr. Wolf, for the committee 
record, the exact Bureau of Indian Affairs report which this table was 
obtained from ? j 

Mr. Woxr. The July 29 appraisal, and it says so at the outset. 

The quote is in the form that the GPO uses, and that material is all 
your own material. 

Mr. Kernarr. Mr. Chairman, may I ask a question ? 

Senator Nevpercer. Surely. 

Mr. Kernarr. Do you recall, Mr. Wolf, what the purpose was of 
having that statement in our report ? 

Mr. Wotr. The language is right there. If you want to read it, you 
may. You discussed it. 

Mr. Kernart. I think without referring to it, and I may be wrong, 
that it is merely to develop all the information we can find that has 
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any application to the stumpage adjustments we are making. We are, 
of course, interested in determining what mid rates are, not only for 
the Forest Service, but for others. We are interested in knowing . 
what actual rates being received are. 

So, in our anxiety to get what will be helpful into our record, we do 
include those. But we do not necessarily say that those bid rates are 
indicative of the prices being received at the time. 

Senator Nevsercer. You must admit, though, Mr. Kephart, that it 
is, to say the very least, an inconsistency for any Government agency 
to quote and give certain statistics as to timber sale prices, and then 
later on to describe them as “misleading information,” when they are 
sepented in another place. 

Mr. Kepnarr. Misleading if it is intended to imply that we are 
using those as a direct comparison. with our prices, or that our prices 
should necessarily be the same as those. 

Mr. Woxr. I think for the record we ought to point out that fol- 

lowing the table they said they— 
did not believe that the statistical information of the type presented above 
should be interpreted as representing actual increases in values of stumpage; 
because many other factors than actual price are involved. It is, however, in- 
dicative of the trend and must be given consideration on this basis. 

You called the table misleading and your language followed it. 
That was not the language of the staff. We were not quarreling with 
you on that point. We felt that it was indicative of the trend. 

I would like you to turn to page 42, Mr. Wershing, if you would. 

Mr. Wersuine. Before we go back there, could I make a few cor- 
rections on this? . 

Mr. Wor. We can make those afterwards in the record. You are 
permitted to make corrections. 

Senator Neusercer. That will be done. That will be allowed. 

_Mr. Wotr. Starting on page 42, you have some Forest Service sales 
cited that were also cited by the committee. We secured our infor- 
mation from the Washington office of the Forest Service, and we 
thought it to be realistic and reliable. Your analysis indicates that 
the Forest Service had other figures, and you go on and cite them 
through here. Can you tell us why the logging costs in this first sale 
were shown at $36.80 and later at $38.01 ? : 

Mr. Wersuina. I do not know. 

Mr. Wotr. You do not know? 

Mr. Wersutne. I do not know why. 

Mr. Wo tr. But you cited it as a difference. 

Mr. Wersuine. That is correct. 

Mr. Wotr. On page 46 of your statement, you said— 

The above analysis indicates the necessity for the use of judgment in making 
appraisals. It appears that the Forest Service did not consider its regional 
guides for average logging costs and log values as infallible rules when these 
appraisals were made. 

Is that your general view as to the adjustments ? 

Mr. Wersuina. Because these various appraisals are different to 
some extent, and changes are made. They have the same difficulty 
as we do with trying to come up with figures that mean something. 
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Mr. Worr. You have a high degree of coordination with the Forest 
Service, I assume. You receive information from them that tells you 
what they are doing? 

Mr. Wersutne, That is right. 

Mr. Wotr. I would like to put into the record at this point, Mr. 
Chairman, a letter from Mr. Walter Lund of the Forest Service. We 
checked on these points because it was somewhat disturbing to dis- 
cover that the Forest Service had made these adjustments. 

I will just read Mr. Lund’s:letter in part: 

West Fork Humptulips No. 8: The appraisal in this sale was approved as 
submitted except for two items: (1) Selling prices. were revised to conform 
with those established for regional use by our memorandum of November 9, 
1956; (2) a profit ratio of 0.07 was used in place of a ratio of 0.05. This action 
was in harmony with instructions contained in the region’s memorandum to 
supervisors of November 1, 1956. The forests appraisal was prepared by the 
district ranger at Quinault under date of October 23, 1956, prior to receipt of 
the two memoranda cited. The ranger’s report and appraisal, however, did not 
reach the regional office for review until after their issuance. 

These sales were approved by the regional office and corrected in 
the regional office to conform to regional guides. They were not cor- 
rected at variance with regional guides. The Forest Service charged 
the road off on the basis of 80 percent of the timber, so that after 80 
percent of the timber is cut, the price of the timber will go up by $6.05 
on one appraisal, for each species, and by $10.18, I believe, on the 
other sale. 

I do not believe that your characterization of the Forest Service 
activity was correct. 

I think this letter should be made a part of the record, Mr. Chair- 
man, unless the Bureau of Indian Affairs wants to explain to us fur- 
ther how the Forest Service erred. 

Mr. Werrsuinc. We do not know how the Forest Service does all 
of these things. The only thing we can do is go by the information 
we have. Our people in the field obtained certain information, and 
we got certain other supplemental information. 

Mr. Wotr. You said the original appraisals contrasted to the adver- 
tised rates would have subsidized the cedar at the expense of the hem- 
lock and white fir, You are conimenting on what another agency 
has done. 

Mr. Wersuinc. Wouldn’t it indicate that? 

Mr. Worr. The changes were made to make the appraisals conform 
to regional guides. I think you should at least discuss it with the 
Forest Service. Thatis my point. If they agreed that they changed 
this by subsidizing cedar at the expense of hemlock and white fir, and 
that these appraisals did not conform to regional guides, I think . 
the record should show it. 

But the form they furnished us does not indicate that to be the 
fact, and I think you are in error. 

Senator Neuvpercer. I will rule that Mr. Walter H. Lund’s letter 
of May 31, 1957, will appear in the hearing record. I note that there 
are four enclosures. ; 

Mr. Wolf, do you think those are essential ? 
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Mr. Wotr. They are not essential, but can be made a part of the 
record if you desire. They substantiate what has been written by 
Mr. Lund. } 

Senator Neusercer. Inasmuch as it is a point of contention, and 
they are not too extensive, I think they should be included. 

Mr. Lund’s letter and enclosures will be made part of the record. 

(Letter and enclosures referred to follow:) - 

(See also pp. 243-247 for Forest Service appraisal summary.) 


DEPARTMENT OF AGRICULTURE, 
Forest SERVICE, Pactric NORTHWEST REGION, 
Portland, Oreg., May 31, 1957. 


Re sales, Olympic: West Fork Humptulips No. 8; Salmon River No. 3. 


Mr. Rosert Wotrr, , 
Senate Interior Affairs Committee, 
Senate Office Buiiding, Washington, D. CO. 

Dear Mr. Wotr: In response to your telephone request of today, I have re- 
viewed our file for our West Fork Humptulips, No. 8, and Salmon River, No. 3, 
sales to determine what changes, if any, were made by this office in the appraisals 
submitted by the Olympic Forest. My review reveals the following: 


WEST FORK HUMPTULIPS, NO. 8 


The appraisal in this sale was approved as submitted except for two items: 
(1) Selling prices were revised to conform with those established for regional 
use by our memorandum of November 9, 1956; (2) a profit ratio of 0.07 was used 
in place of a ratio of 0.05. This action was in harmony with instructions con- 
tained in the region’s memorandum to supervisors of November 1, 1956. The 
forest’s appraisal was prepared by the district ranger at Quinault under date of 
October 23, 1956, prior to receipt of the two memoranda cited. The ranger’s 
report and appraisal, however, did not reach the regional office for review until 
after their issuance. 

SALMON RIVER NO. 3 


Our file indicates that the appraisal in this case was approved exactly as 
submitted by the forest. There is reason to believe, however, that the district 
ranger’s computation as originally prepared followed the log price schedule in 
effect prior to November 9 and that his calculation was revised at the forest 
supervisor’s office prior to submission for our review. 

Some misunderstanding of the actions may have occurred in this case because 
of an error in the preparation of the original S-2 summary form. I understand 
that the original S—2 listed the road development charge as $4.84 instead of $6.05. 
This error in preparation of the summary probably occurred because the ap- 
praiser first developed stumpage values without regard to accelerated amortiza- 
tion of the required road system. He then computed the road development 
charge using 80 percent of the estimated volume as a basis for road amortization 
and obtained a development charge of $6.05. As a final step the stumpage rates 
developed by the first calculation were all reduced in the amount of $1.20. The 
resulting stumpage values were used in our advertisement. 

In order that you will have information concerning the log price schedules 
in effect throughout the year 1956 I am enclosing copies of a memorandum dated 
July 27, 1957, February 16, 1956, November 1, 1956 and November 9, 1956. 

I hope that the explanation I have given, together with the schedules en- 
closed, will provide you with all of the information you need. 

Very truly yours, 
J. Herpert Stone, Regional Forester. 
By WALTER H. Lunn, Acting. 
Enclosures (5). 
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Forest SERVICE, 
Portland, Oreg., July 27, 1955. 
To: West-side forests. 
From: Timber management, H: C. Hiatt, acting. 
Subject: Supervised sales, appraisals, log-selling prices (composite sales analysis 
tabulations). 3 

Reference is made to our memorandum of January 31, 1955, which includes the 
log-price schedules which were used for the first 6 months of 1955. 

Attached for your information are copies of (@) Pacific Northwest Loggers’ 
Association’s composite sales analysis for logs sold in the Columbia River, Puget 
Sound, and Grays Harbor areas during the second quarter of 1955; and (6) 
suggested schedule of log-selling values for use in timber-sale appraisals in the 
last half. of calendar year 1955. These prices supersede those listed-in the 
January 31, 1955, memorandum. 

Log demand for Douglas-fir has generally been strong, and a gradual rise has 
developed all along the line. This has been reflected in competition for national- 
forest timber sales during the past quarter. The average appraised price for 
the 174 advertised west-side sales made during the past quarter was $16.17 per 
thousand ; the average bid price on the same sales was $31.45. Cedar and spruce 
on the Columbia River have been especially strong. 

You will note that prices for Douglas-fir peelers are up from $5 to $7.50 per 
thousand; sawlogs are up from $2.50 to $7.50. These increases are based on 
data from actual transactions as current as we can get them. We hope this 
basic data can be used for the balance of this year. However, since the data is 
changing so rapidly, it may be necessary, in order to remain current with the 
market, to revise our prices again this fall. 

It is suggested that you continue using the same profit ratio ranges as sug- 
gested in the January 31, 1955, memorandum—between 0.05 and 0.10, depending 
on relative risk involved in the sale offering. : 

Some forests have suggested that we use separate log prices for Select logs, 
since that unofficial grade now has some effect on the value of certain types 
of timber. Selects in the attached recommended price schedule are included 
with the No. 2 sawmill grade. Prices paid for Selects on the Columbia River 
and Puget Sound ranged from $70 to $80 per thousand. With this grade out, 
average prices for No. 2 sawlogs would be about $1.50 per thousand lower. If 
forests wish to use the Select grade in their cruises, with appropriate adjust- 
ments to the No. 2 sawmill log price, that practice is permissible. We should like 
to have information from the forests—particularly the Umpqua, Willamette, 
Siuslaw, Mount Hood, Gifford Pinchot, Olympic, and Mount Baker, on the most 
common grade definitions being used for the Select grade in their areas, so that 
we can make more definite recommendations in the next price schedules that are 
published. 

H. C. Hratt. 

Attachments. 

Regional log selling prices 





‘ ’ ia | | | - 
Species Grade |Southern| Lane- |Columbia,; Grays | Puget 
| Oregon | Douglas| River |Harbor| Sound 

} | | | 





| 


No. 1 peeler_-___-_- | $110 $117.50 | $120.00 $120 $120 
No. 2 peeler asetel 100 | 107. 50 | 110. 00 110 + 110 
| No. 3 peeler | 80 | 87. 50 90. 00 90 90 
| No, 1 sawmill- mh 60 | 65. 00 | 65. 00 65 65 
| No. 2 sawmill 55 57. 00 60. 00 60 60 
| No. 3 sawmil]__.._._-_} 45 | 47. 00 50. 00 i 50 
Hemlock and white fir .....| Peelable. _ 57 59. 00 65. 00 70 70 
No. 1 sawmill a 3 | 55.00 | 0. 65 65 
No. 2 sawmill__- 6 48. 00 . 50 50 
No. 3 sawmill 40. 00 i, 45 
Noble fir and Shasta red fir.....| Peelable_ st ee a | 60. 00 52. 70 
| No. 1 sawmill. ___..._- 5: 55. 00 Wr fo ecsn. 60 
No. 2 sawmill . 00 | 
| No. 3 sawmill. 
Sitka sprGussss.5 =: 552250. -5...| Beet... ‘ 
No. 1 sawmill. _._..._.|. 
| No. 2 sawmill 
| No. 3 sawmill. _..._._. 
Western redeedar No. 1 sawmill ___-_--- 
: | No, 2 sawmill 
No. 3 sawmill 
White pine Peelable. 
No. 1 sawmill 
No. 2 sawmill 
No. 3 sawmill 


Douglas-fir 








_ 








SRISSSSESRSS! 
S8sssess 
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Forest SERVICE, 
Portland, Oreg., February 16, 1956. 

To: Supervisors, west-side forests. 

From: Timber management, H. ©. Hiatt, acting. 

Subject: Supervised sales, appraisals, log-selling prices. 


Reference to our memorandums of November 10, 1955, and July 27, 1955. 

Attached for your information are the following data sheets: 

1, Recommended regional log-selling values for use on west-side ap- 
praisals. 

2. Composite log-sales analyses for the fourth quarter of 1955. 

8. Composite log-sales analyses for calendar year 1955. 

In general, prices are about the same as they were 6 months ago. The market 
is beset with contradictory reports of strength in some quarters and weakness 
in others. ; 

The above log-selling value schedule is applicable to appraisals and reap- 
praisals made during the first quarter of 1956. It appears that delays in accumu- 
lating basic data will necessitate postponing region 6’s change to Douglas-Fir 
lumber-plywood base appraisals for some time. You should not figure on hold- 

‘ ing up any sales in anticipation of the change, because the date of change is 
not certain. 

For those forests who wish to use separate prices for “peewee peelers,”’ a log 
price for the grade of $75 ($70 in southern Oregon) is suggested. If this is 
done, prices of No. 2 sawmill logs should be decreased by $1.50 per thousand 
to compensate for the percentage of selects that are judged to be reflected in 
quoted prices. For purposes of standardization, the “peewee peeler” is defined 
as a log which is between 18 and 24 inches d i. b. and would meet requirements 
of a No. 3 peeler or better, except for size. 




















H. C. Hrarr. 
Attachments, 
Regional log selling prices 

| } | 
Species Log grade Southern | Lane- |Columbia| Grays | Puget 
Oregon |Douglas| River Harbor, Sound 
Bes be es deaiialle at Rac eons teh eR Ee ee = bare! 

| | } | 
Deusiéefirso usw. No. 1 peeler........-.-! $110 |$117.50 | $120.00 fon oe | $120. 00 
| No.2 peeler........-- 100 | 107.50} 110.00 | 110.00 | 110,00 
| No. 3peeler 80 | 87.50 | 90.00 | 90.00 | 90.00 
| No. 1 sawmill......__- 60 | 65.00} 67.50 | 67.50) 67.56 
| No.2 sawmill__..--_.- 55 | 57.00} 60.00} 60.00) 60.00 
No, 3 sawmill. __... .. 45 | 47.00} 50.00 50. 00 50. 00 
Hemlock and white fir. ‘ | Peelable -_- ; 58 | 60.00 | 65.00 | 70.00 70. 00 
No. 1 sawmill... .._-- 53 | 55.00 | 60.00 | 65. 00 65. 00 
| No, 2 sawmill......-.- 42 | 44.00 | 50.00 | 55.00 | 55.00 
| No. 3 sawmill........-. 34 | 36.00 41.00 | 45.00 45. 00 
Noble fir and Shasta fir__......_-- |) POON Se Lola. 60 | 63.00 | 67.00 | 70.00 70. 00 
| No, 1 sawmill__....--- 55 | 58.00 61.00 | 65.00} 65.00 
| No. 2 sawmill. ..-..--- 46 | 48.00 50.00 | 50.00 50. 00 
: | No. 3 sawmill .--..._.- 38 | 40.00 42.00 | 45.00 45. 00 
Gaon egmateessia sess ete se PR. Bo ois oi 5. -} het : 90. 00 | 90.00 | 90.00 
A eR NI ek eh aa. bot 65.00 | 65.00 | 65.00 
No. 3 sawmill.......--|.------ cS | 50.00} 50.00; 50.00 
| No. 3 sawmill. ._.__--- are “te | 45.00] 45.00} 45.00 
Western red cedar. _..........--..} No. 1 sawmill. .__.-___| 92 | 95.00] 100.00} 100.00 | 110.00 
No, 2 sawmill. --_---__) 42 | 45.00 | 50.00 | 50.00; 65.00 
No. 3 sawmill. .....- ‘ 35 | 37.50 | 40.00 | 42.50) 45.00 
er penne ee 8 ee EN cu leee ones 83} 83.00} 83.00} 83.00 | 83.00 
| No. 1 sawmill_-------- 75 | 75.00| 75.00 | 75.00 | 75.00 
| No.2 sawmill...._.--.| 63 | 63.00} 63.00} 63.00! 63.00 
No. 3 sawmill. __....-- 50 50.00 | 50.00 | 50.00; 50.00 








1 Pine log price base is a very small transaction volume. It is suggested that, except in unusual cases - 
west side pine be (a) included with Douglas-fir or (6) appraised on a lumber basis, using regional average 
pine prices adjusted to local experience plus a 5 to 10 percent overrun estimate. 


Forest SERVICE, 
Portland, Oreg., November 1, 1956. 


To: Forest supervisors. 
From: Timber management, Walter H. Lund, By. 
Subject: S Sales, appraisals, sales summary report. 
Sales, appraisals, lumber selling price, price indexes and adjustments). 
Attached for your information are copies of the summary of appraised and bid 
prices (on sales for which forms R6—-S2 and R6—S20 have been submitted to this 
office) for the third quarter of calendar year 1956. You will note that west side 
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bidding has slacked off considerably, although bid profit ratios on all west side 
forests were still negative for this quarter. 
A comparison with the first two quarters of 1956 is of interest: 


ere eons | 
| ly olume Average prices Profit ratios 
| Number | (thousand SACRA SaaS 


sales d 
fh measure) [Appraised Bid 
a fr | 
(a) West side: | 
ce edhe Oe eT Ee 69 117, 549 | 24. 03 
2d quarter... | 166 |. 394, 359 | 25. 96 
| 


3d quarter... sabia 256 | 1,030,607 | 20.85 
(6) East side: 
ROG QUINONE. 6 ccc cccccaces 19, 141 | 11. 76 
Se ee, 145, 579 | 21. 93 

BE CEE Fo a asibisn danas Sat 3 | 215,813 | 15.50 
| a i 


A separate summary for west side Douglas-fir and east side ponderosa pine 
is also included on the report. 

Some information not included on the summary but of interest to R-6 forests 
are the following: 

“No bid” sales during the quarter, not yet reported sold under regulation S—12, 
included the Siskiyou, 1 sale; Umatilla, 2 sales; Umpqua, 3 sales; Wallowa- 
Whitman, 1 sale; Willamette, 3 sales. 


Average species prices for species not listed separately on the summary 
form included: 





Forest | Appraised | Volume 
————___ _ __. __ SS Ra ee 
(a) Western W ee i hemlock: | | Thousands 
Gifford Pinchot -- seceitiicbuitie 
Mount Baker. 
Olympic. .- 
Snoqualmie 


Average or total 
(6) Siuslaw hemlock 


(ec) Western Oregon pine: 
Rogue River 
Umpqua..--- 


| 


Average or total -08) (41. 11)| (10, 390) 


A special summarization for west-Side sales made in September only shows 
the following: 


78 


Appraised price 
Bid price 


After studying the above transaction evidence at hand and considering the 
known recent drops in plywood and lumber prices, the following procedures are 
established : 


West side 


(a) Log prices: Continue present Douglas-fir schedules. Suggested modifica- 
tion in hemlock and cedar prices will be forthcoming soon. 

(6) Profit ratios: In place of the presently used 5- to 10-percent range, tem- 
porarily substitute a range of 7 to 12 percent. 


East side 


(a) Lumber realization value, during balance of calendar year 1956: Con- 
tinue use of table 9-1956, but make adjustment on the basis of a “rolling 3 
months” average during the last quarter of 1956 (i. e., August, September, Octo- 
ber during November 1956; September, October, and November during December 
1956). This office will send you the 3 months’ average to use each month. This 
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will not result in any change in the sliding scale provisions of the sale contract 
because it only affects the base index. 

(6) Lumber realization value during first quarter 1957, will probably be on 
the basis of using table 9-1956 adjusted to the “past full quarter” (i.e., to the 
October, November, December quarter) until table 9-1957 is issued. 

(c) Usesliding scale on all except very short term sales. 

(d@) Continue use of present profit ratio range (8 to 12 percent). 

The above instructions do not change our current appraisal system on either 
the west or east side. It is believed that they will result in our basic data’s 
more nearly reflecting current market conditions. 


H. C. Hrarr. 
Attachment. 
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Forest SERVICE, - 
Portland, Oreg., November 9, 1956. 
To: Forest Supervisors. 
From: Timber management, Walter H. Lund. 
Subject: Supervised sales, appraisals, log selling prices. 


Reference is mode to our supervised. sales, appraisals, log selling prices memo- 
randum of February 16, 1956, and our supervised sales, appraisals, sales summary 
report memorandum of November 1, 1956. 

The attached regional log prices supersede those published in our memorandum 
of February 16, 1956. These prices were promised in our November 1, 1956,. 
memorandum in conjunction with the substitution of 7 to 12 percent range of 
profit ratios for the previously used 5 to 10 percent range. 

Attachment. 

CuHarLeEs A. RIND’. 


Region 6 log selling prices—Log prices by districts 


| ! 
Species | Southern | Lane- {cotumbbia| Puget 
: Oregon | Douglas; River | Sound 


Ns cthicdivecbbied ctcainctes avirnnnncaaaiie ; ‘ $110 les17. 90 
E ; 100 | 107. 50 

No. 3 peeler_.-. 2 87. 50 

| No. 1 sawmill. es 67.00 

57. 00 

No. 3 sawmill t 47.00 
: Special peeler | 67.00 

Hemlock and white fir.....................| Peelable..............-| f 60. 00 | 
No. 1 sawmill 5s 55. 00 
45. 00 

. 00 | 

Noble fir and Shasta fir_...- . 00 


Sitka spruce 


No, 2 sawmill on 
| No. 3 sawmill. ........|--.---- ‘ 
Western redcedar | No. 1 sawmill 

| No. 

No 








_Note.—White pine: Include white pine at same stumpage price as Douglas-fir except under unusual 
circumstances. 


ForEST SERVICE, 
; Portland, Oreg., January 16, 1957. 
To: Forest Supervisors. 
From: Timber management, Walter H. Lund. 
Subject: S Sales, appraisals, log selling prices, composite sales analysis. 


Attached for your information are copies of the confidential quarterly summary 
of log sales in the Columbia River, Grays Harbor, and Puget Sound areas for the 
fourth quarter of calendar year 1956, together with the annual summary for 
calendar year 1956. 

Recent transaction evidence indicates that the cedar market is suffering a 
moderate amount of distress at the present time. Other species’ log prices seem 
to be holding fairly steady—down slightly one week and up again the next. 

For the above reasons it is suggested that you continue to use the log prices 
listed in our memorandum of November 9, 1956, for all species except cedar. 
For cedar it is suggested that the following log prices be substituted : 


Cedar log grade ‘ Southern | Lane- Columbia Puget 
Oregon Douglas |. River | Sound 


No. 1 sawmill 
No. 2 sawmill 
No. 3 sawmill 
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The above-listed rates should be entered as pen-and-ink corrections to the 
November 9 schedule. It is suggested that the profit ratio range of 0.07 to 0.12 
suggested in our November 9 memorandum be continued in effect until further 


notice. . 
Attachments. 


WALTER H. LunNp. 


Puget Sound logging companies, October, November, and December 1956 


Total fir (including wood ; 


logs and culls) 
Sawmill logs (except plywood, 
wood logs and culls) 


No. 1 cedar 
No. 2 cedar____- 
No. 3 cedar 


Total cedar 
Select spruce 
No. 1 spruce 
No. 2 spruce..__. 
No. 3 spruce 


Total spruce 





Peeling hemlock............-.---.| 


No. 2 hemlock 


No. 8 hemloek......-......... bal 


Peeling white fir 
No. 1 white fir 
No. 2 white fir 
No. 3 white fir 


Total white fir 


Peeling noble fir_...— 
No. 1 noble fir_.._. 
No. 2 Noble fir-- 
No. 3 Nobie fir. 

Total Noble fir___- 
Peeling pine_-_.- 
No. | pine.......-.------ 
No. 2 pine........ 
No. 3 pine_-_---- 
eisscancecn 

Total pine 


.Grand total. - 


| 


| 


55 | 10, 901, 840 
5, 124, 400 | 


21, 188, 050 


| 





271 | 
1,027 
984 
7 


| 21, 264, 270 | 


Ss, 581, 310 | 


28, 112, 010 | 


5, 161, 810 | 





325, 460 
419, 560 | 
806, 390 | 
810, 150 | 


2, 361, 560 | 
2, 957,920 |. 


1, 879, 450 

10, 972, 320 

4, 771, 580 
14, 100 | 


| 20, 595, 320 | 978, 885. 25 


4, 168, 510 | 
1, 725, 230 | 
6,468, 00 | 
224, 570 | 


592, 710 
315, 180 | 
487, 880 


117; 070 | 
193, 750 | 
444, 470 
180, 780 
t 260 


Note.—No cubic foot sales reported. 


943, 330 


89, 276, 720 


1, 151, 882. 80 


1, 249, 726. 20 


124, 547. 40 
171, 656. 60 


734, 839. 80 


10, 526. 65 


1, 780, 476. 47 


462, 919. 70 
586, 100. 85 
200, 705. 65 


29, 069. 60 
26, 914. 50 
35, 746. 40 | 
32, 816. 90 





100, 507. 20 
499, 278, 25 
207, 429. 10 

14. 10 


243, 828, 50 
93, 335. 05 
301, 328. 05 
96, 348. 20 


45, 180. 05 | 
18, 721, 45 
23, 486.75 | 
4, 342. 25 | 


91, 730. 50 


12, 301.15 

24, 349, 90 

8, 327. 60 
7. 26 





| 
—- 
Input 


fect per| er thou. & 


1 


2.09 
1. 63 
3. 19 
-16 
6.61 
7.05 





-Saee 


~ 





Grade 


EBS). pee: 
xeesils|s 


ae 


| 














5, 5, 016, 718. 18 | 


465 | 56.19 1100.00 


| 
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Columbia River logging companies, October, November, and December, 1956 


No, 1 peelers 

No, 2 peelers 

No. 3 peelers_-----. 
No, 1 sawmill... .- - 
No. 


No. 3sawmill......-............. 


Camp run fir --. 


Total cedar-.....-.-.- 


pence apemee.....4........i.-- 


No. 1 spruce - ----- 
No, 2 spruce - -. 
No. 3 spruce. -_.-- 


Total spruce. ¢;-..--.<u---- 


Peeling hemlock 


No. 3 hemlock... _.- 


Camp run hemlock. --.» 


Culls...- 
Total hemlock 


Peeling white fir 
No. 1 white fir 


Peeling Noble fir 
No. 1 Noble fir 


Peeling pine 
No. 1 pine_-_..-- 


-| 20, 047 


| 


Logs | 
} 


ae te tc 


Scale (feet) 


2, 015, 860 
2, 478, 120 
3, 989, 280 

126, 670 

13, 032, 270 
6, 472, 490 
1, 527, 520 


| 


| A verage| 


Amount 


$231, 927. 10 
260, 414. 40 
354, 032. 80 

8, 833. 35 
767, 861.35 
322, 050. 65 | 
100, 876. 90 





66, 047 


| 


84 
4, 322 
15, 641 


“99, 642, 210 
24° 770 


29, 666, 980 
21, 158, 950 


94, 110 
3, 123, 000 
5, 158, 270 


8, 375, 380 


2, 045, 996. 55 
7865, 85 


2, 046, 782, 40 
1, 199, 622, 25 
6, 216, 20 


142, 866. 30 
207, 460. 40 


Average} 
price 
(per 
thou- | 
sand) 


Input 
(per- 
cent) 


feet per 
log 


2, 538 lunes 
2,003 | 105.09 
1,077 | 88.75 
2,111 | 69.74 
547 58. 92 
2, 206 49. 76 
216 | 66.04 
69.02 | 36 
31.73 | 


_——— es | 


449 
991 


449 | 68.99 

56.70 | 

1, 120 | 
723 
330 


66.05 | 
45. 75 
40, 22 


- Grade 
(percent) 


2 ees 


6. 79 
8. 35 
13, 45 
43 
43. 93 
21. 82 
5.15 


| 99.92 
08 


1.12 
37. 29 
61, 59 





356, 542. 90 


418 | 42.57 








100. 00 





385 
708 
712 
1, 279 


3, 084 


1, 309, 490 
1, 800, 440 
1, 126, 040 

637, 210 


4, 873, 180 


139, 204. 60 


151, 354. 15 
65, 643. 40 
25, 566.45 | 


. 381, 768. 60 


3,401 | 106.30 | 
84.07 
58. 30 


| 
40. 12 


2, 543 | 
1, 582 
498 | 


1,580 | 78.34 


100. 00 





932 
1, 200 
20, 286 
36, 566 

4,517. | 
16 





475 
465 
7, 738 
8, 404 


1, 478, 620 

1, 648, 910 

12, 750, 700 
9, 215, 540 

1, 492. 910 

7, 400 


673, 930 
622, 850 
4, 111, 620 
1, 565, 770 
13, 360 


96, 875, 70 
95, 206, 50 
581, 190. 85 
388, 077. 40 
63, 202. 95 
133. 20 | 





63,517 | 26,594,080 | 1,224, 686, 60 | 


43, 040, 00 
36, 307.70 | 
186, 211. 25 
68, 106. 65 
10, 053, 50 


65. 52 
57.74 
45. 58 
42.11 | 
42. 34 | 
18. 00 


46. 05 


63. 86 
58. 29 
45. 29 | 
43. 50 
47.12 | 


1, 587 

1, 374 
629 
252 
331 
463 | 


419 


1,419 
1, 339 
531 
186 
407 


5. 56 
6. 20 
47.95 
34. 65 
5.61 





517 
2, 025 
1, 804 


4, 560 
1 

21 
507 
782 


1,311 





Nortre.—No cubic foot sales reported. 


7, 187, 580 
420, 470 
843, 130 

1, 454, 140 
575, 880 


3, 293, 620 
610 
21,790 
216, 130 
118, 630 


357, 160 


1176, 172 | 80,347,930 | 4,538, 527, 85 


343, 719. 10 
26, 390, 80 
48, 144. 55 
67, 057, 95 
24, 066. 80 


165, 660, 10 | 


12, 142. 30 
5, 767. 80 
19, 368; 15 | 


|= 


408 | 47.82 


1, 965 | 

1, 631 
718 
319 


= i 
62. 77 
57. 12 
46. 10 
41.79 

722 | 50.30 | 

— = | — — 
610 | 

1, 038 | 
426 | 


152 


64. 81 
56. 18 ‘ 
| 48.62) «148 
272 | 








54.23 | 





456 | 56.49 |100.00 |..... 





75.00 |......-.| 


33. 215 
100. 00 
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Grays Harbor logging companies, October, November, and December 1956 


| Average) 

| }Average| price | Input | Grade 
Kind Scale (feet) ( ep (percent) 
: | cent | 


1 peelers__._.- { Saue e, 364 $116, 709,50 | 2, 916 |s 
nes ls aaa tere ea 191 : 44, 508.00 | 2,331 
om ween 8? se eS be 500 9, : 68, 086.25 | 1,678 
. l sawmill___- ae | 3 5 419.40 | 2,037 
. 2 sawmill. _-- = aaa 420 , 1a 27, 543, 55 986 
. 3 sawmill. _-- es 307 | 101, 620 4, 539. 80 331 
Total fir_- a 1, 785 2, 867, 670 261, 806.50 | 1,607 
Sawmill logs (except plywood) - --|- 521, 860 | $2, 502.75 |--.-----] 
Oe iene | ae 3, 546,620 | 321, 536. 40 2, 169 
eg eR acl I 8, 000, 100 395,749.60; 821 
No. 3 cedar Es i eae 2, 753, 640 103, 492. 20 | 261 











Total cedar ........-..--.| 14, 300, 360 | 820,778.20 | 653 | 





= 


Select spruce----__. ae ~ 398, 320 35, 848.80 | 3, 265 | 
No, 1 epruce- | --;---..- : 564, 650 36, 702.25 | 2,676 
No, 2 spruce - - ~~ | 1,394,260 | 66,087.10 | 1,692 | 
No. 3 spruce - _- j 564, 020 25, 191. 10 683 | 





Total spruce. -.--.--. - , 983 2,921,250 | 163,829.25 | 1,473 


Peeling hemlock or 910, 230 | 53, 367.05 | 1, 505 
No, 1 hemlock ‘ ao 693 957, 070 50,772.45 | 1,381 | 
No. 2 hemlock | 11, 786 6,485,150 | 273, 696.55 | 550 
No, 3 hemlock é Sd | 20, 434 3, 663, 880 | 147, 180. 95 | 179 








Total hemlock 33, 518 | 12, 016, 330 525, 017. 00 359 


Peeling white fir__ - s | 505 717, 840 42,167.75 | 1,421 | 
No. 1 white fir____-- , | 490 | 621,430 | 33,313.75 | 1,268 
No. 2 white fir__- 4,556 | 2,475, 790 105, 653. 85 543 | 
No. 3 white fir. __.......-. 4,348 | 835,180 | 33, 508.75 192 





Total white fir-._....- -| 9,899 4,650,240 | 214, 734.10 470 | 


Peeling pine-- _- Sas & a 21 23, 210 | 1, 545.40 | 1,105 | 
No. 1 pine--_- 15 | 11, 180 | 658. 75 745 
No. 2 piné. Sos 179 | 76, 410 | 3, 567.65 | 427 
No; 3 pine - - - Baits dd | 121 19, 220 826.00 | 159 








Total pine -_ __ . 336 | 130, 020 | 6, 597. 80 | 





Grand total...-..-....--.. |, 436 | 36, 885, 870 | 1, 992, 762.85 | 





Note.—No cubic-foot sales reported. 
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Grays Harbor logging companies, year 1956 


| t 
| Average) 
| price } Input Grade 
Logs | Scale Cece), (per | (per- | (percent) 
thou- | cent) 
| ® | 
ee | 


= 


ge | ceeas: 


Be 


oe 
BREE 


Bis 





£2 
ae 
s 


3 . 165, 130.10 | 3, 222 
No, 1 spruce - 160, 313.45 | 2, 643 
No. 2 spruce 261, 328.45 | 1, 429 
No. 3 spruce 2, 618, 210 115, 931. 98 473 
Culls 16, 270 345. 07 1, 627 


12, 423, 670 703, 049. 05 


1, 552, 420 90, 490. 35 
86, 703. 75 
.| 652, 406.75 
10, 107, 230 403, 923. 40 


28, 968, 010 1, 233, 524, 25 


Peeling white fir 1, 381, 870 
No, 1 white fir 1,.120, 250 
No. 2 white fir 4, 156, 180 
No, 3 white fir. ........ 1, 390, 630 





Total white fir 8, 049, 030 


196, 977 |109, 252, 990 | 6, 133, 309. 90 ~ 66.14 14 “{100. 00 











Notre.—No cubic foot sales reported. 
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Puget Sound logging companies, year 1956 


No, 1 peelers.-.....--.----.-- Jains 
Nev 3 péelers... .. -.- 5-252. 5k. 


No. 3 peelers- -.--- 
No. 1 sawmill. - .- 
No. 28 

No. 3 sawmill. .._--.- 


Patel Grsec << s2csssex. ra 
Wood logs--.- 


Total fir (including wood 

logs and eulls)..........- 

- Saw mill logs (excluding ply- 
wood, wood logs, and culls) - 


Select spruce 
No. Il spruce.........-- 


N 0. 3 spruce 
Total spruce 


Peeling hemlock 

No. 1. hemlock 

No. 2 hemlock 

No. 3 hemlock 

Camp Run hemlock 

OO ede nts icin webb dde o nibs 


Total hemlock 


Peeling white fir 
No. 1 white fir 
No. 2 white fir. -_- 
No. 3 white fir 


Total white fir 


Peeling Noble fir 
-No, 1 Noble fir 

No. 2 Noble fir... 
No, 3 Noble fir. .- 


Total Noble fir 


Peeling pine 

No. I pine: _ 22... 
No. 2 pine 

No. 3 pine___._--- 
Culls__._. 


Total pine 
Grand total 


Note.—No cubic foot sales repc 





| 
~T 


Logs | Seale (feet) 


= 33, 148, - 


-|147, 203 | 64, 175, 030 


2, 103 
1, 606 


ea —_ 


1, 413, 210 
1, 003, 790 | 


Amount 


‘sceeneel 
Input | 


price 
(per | 
thou- | cent) 
sand) 


($112. 25 


102. 04 
86. 57 
66. 91 
57. 56 
48. 09 


65. 73 
31. 37 
10. 01 





151, 002 | 66,592, 030 


48, 168, 240 | 


15, 597, 170 
35, 231, 400 
16, 440, 540 


67, 269, 110 
269 806, 620 
439 969, 740 

3, 110, 000 
3, 901, 320 


8, 787, 680 


6, 722, 240 
4, 131, 800 
29, 691, 980 
17, 637, 470 
182, 290 

82, 620 


58, 448, 400 


7, 435, 850 
3, 182, 290 
16, 798, 890 
7, 564, 130 


34, 981, 160 


983, 810 
441, 810 
743, 940 
147, 460 


, 317, 020 








1, 605, 837. 05 


2, 015, 794. 15 
652, 073. 00 


4, 273, 704. 20 


72, 268. 35 
61, 842. 35 
187, 957. 90 
157, 924. 65 


429, 993. 25 
~ 394, 306.15 


221, 786. 75 
1, 338, 871. 10 
741, 770. 94 
7, 291. 60 

82. 62 


2, 704, 109. 16 


436, 170. 85 


172, 708. 30 | 


771, 007. 80 
317, 014. 20 


1, 696, 901. 15 


74, 384.10 
26, 236. 80 
36, 289. 60 

6, 336. 70 


143, 247. 20 


102. 96 











197, 300 

272, 100 | 

, 128, 390 
564, 650 

7, 260 


2, 169, 700 











orted. 


17, 056. 60 
18, 666. 15 
61, 149. 95 


26, 105. 45 | 


7. 26 


122, 985. 41 
113, 643, 298. 04 








64, 16 
54. 86 |_.. 


—_ 





re. . |S) oF: 
eusk||s| see 


= 
. NPP i 


ho 
~ 


| gogemss 





£83\s| SSeeue|| & 


ae 


| 


Grade 


o~. | (percent) 


100. 00 


11. 50 
7.07 
50. 80 
30. 18 
| 
14 


100. 00 


21. 26 

9.10 
48. 02 
21. 62 


100. 60 
42. 46 
19. 07 
32. 11 

6. 36 


100. 00 


9.09 
12.54 
52. 01 
26. 025 

. 335 
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Columbia River logging companies, year 1956 


Total fir (including, wood 
logs) _- 
Sawmill a. (excluding plywood 
and wood logs) 


a Oe 
te RS a Se 
No. 3 cedar 
Total eedar 

Select spruce 

No. 1 spruce 

No. 2 spruce 

No. 3 spruce 


Total spruce 


Peeling hemlock 


No. 1 hemlock. .._..-...2..! 2... 


No. 2 hemlock-----_-- 
No. 3 hemlock : 
Camp run hemlock. -__.- 
Gulls....-. ...<: s 


Total hemlock 


Peeling white fir....:_..._. 
No, 1 white fir. .........._.- 
No. 2 white fir 

No. 3 white fir 

Camp run white fir... .......__. 


Total white fir._..._- 


Peeling Noble fir. __- 
No. 1 Noble fir___-- 
No, 2 Noble fir_..._.. 
No, 3 Noble fir-- Te 


Total Noble fir_.....-.-2.-- 


Peeling pine-- 
No, 1 pine 

No. 2 pine 

No. 3 pine__.._- 


Total pine 
Grand SE God bins ttheckn 


| 


| 
5, 4 
8, 
14 
5 on 
41, 267, 220 
18, 251, 590 
4, 655, 120 


282 225, 820 


189, 026 93, 472, 730 


931 
13, 164 
51, 659 


9, 581, 250 
15, 962, 530 


1,113 
2, 476 


3, 740, 620 
6, 152, 110 
2,645 | 4,041,170 
3,036 | 1,396, 990 


~ 9,270 | 15,330, 890 


1, 485, 030 


65, 754 27, 028, 810 


| 67, 196, 410 | 


| 
| 


| Seale (feet) | Amount 


bd 


.|188, 744 | 93,246, 910 | 6, 437, 382. 35 


[ae 


log 


$673, 052. 95 
919, 972. 95 

1, 260, 813. 70 
32, 300. 90 

2, 391, 349. 85 
877, 500. 10 
282, 391. 90 


2, 523 
1, 952 
1, 145 
2, 498 


77 


239 


494 
4, 894. 60 


215 | 


‘Average 


Average! price 
\feet per) 


(per 


| thou- | 
| sand) 


ik 
—) 
1 
| 
| 


$118. 86 
108. 42 
87.14 
70. 67 | 
57. 95 | 
48. 08 | 
60. 66 | 
69. 04 | 
21. 67 | 


| 
| 
| 
| 
| 
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Grade 
(percent) 


Input | 
(per- 
cent) 


2.48 | 6.06 
3.71 |. 9.08 
6.33} 15.48 
20 | .49 
18. 06 44.15 
7. 985 19. 52 

2.035 | 4.98 

40. 80 99. 76 
.10 24 





6, 442, 276. 95 
3, 583, 542.75 | -- 


68. a2 | 
55. 45 | 


40.90 Ls 100. 00 





146, 125. 00 | 
462, 076. 80 
635, 381. 15 | 


1, 243, 582.95 
375, 274. 80 | 


4 125, 335. 71 


310, 099. 90 | 
286, 362. 70 
1, 160, 830. 35 
842, 779. 30 | 
481, 062. 30 
133. 20 | 


597 


3, 081, 267. 75 | 


241. 
352 | 
463 | 





2, 665, 160 
2, 422, 770 
8, 965, 800 
3, 594, 380 

213, 360 


17, 861, 470 


| 


70 
55 
35 | 
56 | 
50 


178, 176. 
147, 404. 
403, 402. 
153, 081. 

10, 053. 





100.32 | 


1, 544 | 
1, 351 | 


~ 98.40 | 
48. : 
39. 81 


46.01 | 


76. 36 
54. 89 
41. 86 


73. 40. | 


66.48 | 
59. 06 | 
44. 80 | 
40. 76 

43. 39 | 


4. 195 | 
6. 985 | 


ul. 83 100. 00° 


1. 64 
2. 69 
1.77 

- 61 


6. 7 


2. 04 
2.12 
11. 34 
9.05 | 
4.85 


7. 22 
30.77 
16. 50 
..| -O1 
| 29. 40 100. 00 
| 14. 92 
13. 56 
50. 20 
20. 125 

L 195 





__ 802, 118. 





100. 00 





794,280 | 5 





52, 171 
102, 860. 7 








5 600 
75, 420 
1,309} 519,550 
1,991 | 284,770 
3,380 | 885, 340 


73 | 





-|486, 567 |228, 531, 750 | 





Note.—No cubic foot sales reported. 


6, 756, 100 | 





| 


352, 91 5. 65 | 


478.95 | 

4,963.80 | 1, 033 | 
29, 448.10 | 397 
13, 658.60 | 143 | 


48, 549. 45 | Ec 


|13, 186, 047. 00 | 470 


800 


85. 5 


11. 75 
_ 25. 48 
48. 32 





65. 82 | 


56. 6 


47.96 | 


57. 70 


100. 00 


Senator Neupercer. In view of the fact that there is some disagree- 
ment over the facts that are disclosed in this letter, and as amplified 


by Mr. Wolf, the Bureau of Indian Affairs should: have 


an oppor- 


tunity to comment upon the letter and enclosures if it sees fit to do so. 
Mr. Lee. We appreciate that, Mr. Chairman. 
Senator Neusercer. Not at all, Mr. Lee. 
Mr. Worr. I would like to discuss your logging cost item, because 
it is one of the matters that the committee has under consideration. 
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The genesis of your logging cost data, as I understand it, stems from 
the 1955:appraisal,.in which you arrive at a logging cost. which you 
would,use, and you arrived at that, by taking the cost, of the Aloha 
Lumber Co. and making an adjustment. I quote what you said in 
that 1955 report, with reference to the applicability of data.of other 
agencies. 

Speaking of the Forest Service, you said : 

The ‘above costs include numerous ‘small operations that do not have the 
investment or responsibility of large integrated operations. For this reason, the 
average cost of $17.08 for logging operations appears to be slightly low. 
Then you came out with costs which were $22 on a comparable basis. 

Do you have any factual information that would indicate to you 
that the Forest Service logging-cost information does come fromsmall 
operations, and that they do not recognize fully the weight of the 
general industry situation ? 

Mr. Wersurne. I am sorry. I did not quite understand what you 
wanted. 

Mr. Wo tr. I wanted to know whether you had any information 
that indicated that the Forest Service figures come from primarily 
small operations, and, therefore, they are not representative of aver- 
age costs. 

Mr. Wersuinc. They do not necessarily come from small opera- 
tions, but certainly include some of them. 

Mr. Wour. The statement that I just read, and this is where your 
logging costs that are presently being used come from, starting from 
this analysis, reads: 

The above costs include numerous small operations that do not have the 


investment or responsibilities of large integrated operations. For this reason, 
the cost of $17.08 for logging operations appears to be silghtly low. 


You then set yours at $22. 

Mr. Wersninc. There can be many reasons for that sort of thing. 
In the first place, this breakdown between direct logging costs, trans- 
portation, and development, is a relatively new thing. In all of our 
appraisals until recently, all the logging costs have been included 
under the one item of logging. Just how these different costs are 
<listributed and what distribution has been made, we do not know. 
It is altogether possible that the $17.50 that the Forest Service uses 
has taken out some of the costs which appear in development and in 
road construction, which we have not done. I do not know. That sort 
of thing would require considerable analysis. 

Senator Neusercer. What puzzles me as subcommittee chairman 
is this—and I do not have the technical knowledge of forestry that 
you have, and that Mr. Wolf has, and Mr. Kephart has, that is obvious. 
This is what puzzles me as a Member of the Senate and as a lifelong 
resident of the Northwest, where the lumber industry is concentrated : 
In almost all these conflicts that have arisen in the time that this con- 
troversy has simmered, the Bureau of Indian Affairs almost con- 
stantly seems to be taking the side of Rayonier and Aloha and these 
purchasers of Indian timber with respect to the stumpage prices paid, 
with respect to the logging costs involved, and so on, and almost always 
it is in conflict with other Government agencies as to prices obtained 
from the sale of the timber, as to the cost of harvesting the timber 
and soon. That is the thing that puzzles me and perplexes me about it. 
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I cannot argue this thing technically because I just do not have 
the background for it. I am not a forester. But that is the thing, 
Mr. Lee, that puzzles me on the thing. There is this one definite trend 
through the BIA’s whole policy and attitude that I do not understand. 

Mr. Ler. Might I comment on that, not being a technician myself, 
and then let Mr. Wershing and Mr. Kephart comment ? 

Senator Nevupercer. Yes. 

Mr. Lez. I would disagree with your statement that we usually seem 
to be on the side of the industry, or the person doing the contracting. 
That is, generally speaking, we have them on our necks on the other 
side of the question. Thég have us in court now on Warm Springs, and 
we have been threatened with court action in several other places. I 
do not think it is quite correct that the Bureau is found to be on the 
side of industry. I think they are hammering at us from the other 
side. Our job is to try and figure out what is a reasonable price for 
both the Indians and industry. Our job, actually, is to get the best 
price that we can for our Indian people, whose land we hold in trust. 

I just don’t think that the facts subetahtiate the statement that we 
are on the side of industry. bes , 

Again let me say that they are continually after us that we are pric- 
ing too high. 

Now, while I am commenting, could I comment on one other thing ’ 
I do not know the answer to it, and I do not believe the answer has 
been found. But in all of these timber contracts, or at least in most 
of them, we have the problem of individual Indians that have been 
offered better prices than they can get under any kind of a contract 
with us. Part of it, I think, is due to the fact that this group sales 
procedure does have an equalizing effect, as Mr. Kephart mentioned 
in his testimony. , : 

The minute the contract is entered into, some small operator, or 
gyPPo operator, will come in and make an offer to that individual 

ndian, say, on an 80-acre tract. He can offer and does offer fre- 
quently a much higher price than he can get under a group contract. 

Mr. Cozurn. Is this after or before? 

Mr. Ler. These are after or before. Up to this change in the 
fee-patent policy, the allottee had no alternative. He either took a — 
group contract or he took nothing. Many of them,.in my opinion, 
were forced into these contracts by just such a procedure. Later on 
they found that if they could have dealt individually, they could have 
gotten more. Their timber happened to be sitting on a road or a 
creek, and it was in ready access. That disturbs them. They have 
complained and complained bitterly. We have hundreds of letters in 
our files from Indians of that kind, 

We have now changed our fee-patent policy. : 

On the other hand with lands going out of Indian ownership you 
get all the attendant management problems, the rights of access, the 

roblem of getting sales scattered throughout an area. We haven't 
ound the answer to that, but I think it is the reason why you people 
heard a lot of allottees, wherever you went, telling you that they had 
gotten poor prices for their timber, and complaining very. bitterly. 

I think I can understand why they were complaining. 

Mr. Wour. Mr. Chairman, I would like to put into the record this 
letter from the Forest Service which points out that the averages 
that they arrive at are more representative of the cost for larger size 
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operations than the number of large size operations entering into the 
averages would indicate. But even at that, they are substantial. 

Senator Neusercer. This will be part of the record. 

(Document referred to follows:) 

April 26, 1957 

To: Chief, Forest Service 
From: J. Herbert Stone, R-6, by 
Subject: Sales, appraisals, logging costs 


Reference is made to Mr. Mason’s telephone conversation with Mr. Land on 
April 26. 

Following is a tabulation showing the number of operators in each volume 
production category represented in the regional average logging costs for the 
Douglas-fir region on a whole and the Puget Sound-Grays Harbor area: 


Voiume in million board-feet 


S$ 





Number of operators: 
Region 
Puget Sound area 





The production categories are based on cut of national-forest timber. We 
de not have the data on total volume cut. However, those in the low and 
medium category probably produce a considerably greater volume if logging 
outside the national forests is also considered. 

Water H. Lunp. 


P. S.—The average costs contained in our regional average tabulation are 
weighted averages for the total number of operators. Weighting is on the 
basis of volume of national-forest timber produced. The averages, therefore, 
are more representative of the cost for larger size operations than the number 
of large size operations entering into the average would indicate. 

We, H, uh. 

Mr. Wotr. The felling, bucking, and yarding and loading costs 

Mr. Wersuina. May I answer the Senator’s question the best I-can 
before we proceed ? 

Mr. Wo ir. Surely. 

Mr. Wersuinea. Senator, we try to the best of our ability to use 
realistic figures. We cannot always explain exactly how they are 
derived. But we do run into these kinds of things which, I think, 
are important. That is when you compare a Forest Service sale with 
an Indian Service sale, you are not comparing the same thing. 

The contract requirements are different, the objectives are different. 
It is difficult to make a direct comparison. 

You find, for instance, on national-forest land, there is one owner- 
ship involved and only one. There is no concern about any other 
ownership. On the Indian lands, we find that, in addition to tribal 
lands which appears in many sales, there are allotments scattered 
throughout. 

Senator Neusrrcer. Mr. Wershing, let me ask a question that I am. 
not familiar with, but maybe you can enlighten me. Where the Bu- 
reau of Indian Affairs makes sales where there are not allottees in- 
volved, but just Indian stumpage which is harvested as a unit, how do 
your prices compare with Forest Service prices? 

Mr. Wersutne. I think you will find when you get away from 
Quinault and into ponderosa pine areas, our prices compare very favor- 
ably and in many instances are better. 
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Senator Nrupercer. Has the staff confirmed that ? 

Mr. Wotr. I would not want to comment. I would want to study 
the situation. - I will say this, Mr. Chairman: Down on the Klamath 
Reservation they are receiving a good ‘price for their timber. 'They 
have competition for it. On the adjacent Fremont National Forest, 
the prices are not nearly so good. The timber is sold without compe- 
tition. I think right there you have part of the answer. 

Senator Neusercer. I want.to be fair.to the Bureau of Indian Af- 
fairs in this matter, and I realize they have a difficult problem. I 
realize also that we have a responsibility to these Indians. -I feel a 
much greater sense of responsibility to the Indians than I do to the 
timber operators buying, Meoause I feel that all that they should be 
able to do is to compete successfully with their competitors and not 
get Indian timber at any windfall bargain prices. I really feel that 
way. 

Mr. Ler. I would agree with that. Our obligation is to the Indians. 

Senator Neupercer. That is certainly fundamental. 

Mr. Lex. On the other hand, once the contracts are signed, the de- 
partment has a responsibility to discharge the contracts fairly with 
respect to both parties involved. 

Mr. Wotr. In the staff report _on Federal timber sales policies, Mr. 
Chairman, on page 52 we pointed out, discussing the Indian timber : 

In the Simpson cooperative agreement and elsewhere, where the Forest 
Service sells its timber without competition or by reappraisals, prices are well 
below competitive rates. In the Indian sales, the same factors are at work. 

I am sure their prices represent the full value of timber where there 
is competition, or even more. 

Senator Nevsercer. It is important to put that into the record. 

Mr. Wotr. On the Quinault, the felling and bucking and loading 
costs that you cite are almost identical to Forest Service costs.- But 
general administration is $3 a thousand higher for the BIA than it is 
for Forest Service averages; equipment repairs are 25 to 50 cents 
higher, depreciation $1 higher, payroll taxes and insurance 50 cents 
higher. That totals about $5 difference in overhead items on the > 
direct logging costs, if they are comparable, and‘ your figures seem to 
imply they are comparable. 

My question goes to why is equipment repair 50 cents higher on the 
Taholah unit than on the average for the Forest Service. Why is 
general administration $1.52 for the Forest Service and you find it 
to be $4.62? ee 

Mr. Wersuine. Again you are confining this to direct logging costs. 
The Forest Service has recently adopted the method of splitting out 
logging costs from development costs and from hauling costs. We 
have not attempted to do that entirely because in our original appraisal 
they were all grouped together. The Forest Service cost data used to 
be grouped the same way. 

You will find that our road construction costs and our hauling costs 
are considerably less than the Forest Service. 

It is altogether possible that some of the overhead and other items 
should be transferred to the road construction and transportation. 
Mr. Worr. On transportation, there I notice that you estimated 
transportation in 1948 on the Taholah contract to be $8.40, and now 
you estimate it to be $7.85. You estimated road construction and 
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maintenance to be $2.85 in 1948 and today it is still $2.85. Felling and 
bucking has come down from $5.80 to $5.25. Equipment repairs was 
60 cents in 1948 and now it is $1.75. Depreciation was 11 cents in 
1948, and now it is $2. 

It seems to me that the overhead costs have climbed while some of 
the direct costs have dropped. 

To get back to where we were originally, in 1955, when you reap- 
pr aised this timber, you took the T: aholah operation costs and applied 
them to both the Crane Creek and Taholah contract. You made the 
cost higher than the company had then reported it to be. They had 
reported direct costs of about $20 and you made it $22. Now you have 
- increased it by 4 percent and you have reprorated these items in 1957, 
but these over head costs are all well above the industry average. Asa 
matter of fact, in a number of cas#s they are well above the highest 
costs that the Forest Service has. What is there that makes these costs 
more expensive ¢ 

Mr. Wersuinc. You are getting into technicalities here which I 
will be glad to discuss with you on the side, but with which I do not 
think we should take up the committee’s time. I do not necessarily 
agree that all of these costs are higher than the highest that the Forest 
Service gives. There are also other considerations which enter into 
these contracts which the Forest Service does not have. 

Mr. Wotr. Such as? 

Mr. Wersuine. Such as this allotment problem, the running of 
lines. 

Mr. Wotr. The cost of running lines?’ What do you estimate the 
cost of running lines to be, Mr. Wershing? 

Mr. Wersuine. We have some figures here. 

Mr. Kernartr. Mr. Chairman ? 

Mr. Wotr. You have it in here, as I recall, here in your statement. 
Do you remember exactly where it is, Mr. Wershing ? 

Mr. Wersriina. No; I do not. 

Senator Neunercer. The Senate is in session now and I have to be 
on the floor very early because of the calendar call and several bills I 
have to present. 

Mr. Wersuine. Mr. Wolf, the subject you are speaking of is on 
page 38. 

Mr. Copurn. I would say, Mr. Chairman, that when the report is 
written, a number of these technical items can be set out and discussed 
in the report. I am sure, however, that Mr. Wolf has some important 
questions to ask, if time permits. 

Senator Neupercer. My suggestion, Mr. Wolf, is this, because of 
my time as chairman of the sube and I am the only person 
that has been attending these hearings with any regularity, although I 
am very grateful to the Senator from Idaho, Senator Church, for 
opening the hearings last week, so that some people from Washington 
could be heard, and I deeply respect his courtesy in that respect—it is 
my suggestion that any further questions that you have, because I 
think it is largely of a technical nature, you submit in writing to Mr. 
Kephart and Mr. Wershing, and that the hearing record will be held 
open, let us say, until June 10, 1 week from today, to give an oppor- 
tunity for those questions to be answered, and also for the Bureau of 
Indian Affairs to comment on this letter that Mr. Lund submitted, with 
enclosures. 
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How does that adjust with the suggestions of the staff ? 

Mr. Gamsiz. We had a telegram from an interested party out in 
Oregon last week, Mr. Chairman, asking permission to file a statement, 
and asking if a 2-week period would be satisfactory to leave the hearing 
record open. 

Senator Nrupercer. You suggest, then, that the hearing record 
remain open until June 17? 

Mr. Gampue. Yes, sir. 

Senator Nevupercer. Let us suggest, then, that the hearing record 
remain open until 5 o’clock, June 17, when Mr. Gamble will close it 
and submit it for printing. 

Mr. Wolf will prepare the questions in writing for the Bureau of . 
Indian Affairs forestry officials to answer. We will hold the hearing 
record open until then. 

I believe that in this kind of a controversy, which is extremely 
important but which does center in one locality, and where only the 
chairman of the subcommittee has been in what you may call very 
substantial attendance, in fairness to all members of the subcommittee 
I think it is better to do it that way. : 

I do have to attend these hearings on the pay of Federal Govern- 
ment employees in general, and postal employees in particular, and I 
think aneeia here regards that as of prime importance. I cannot 
be at both places at once. 

I will say that we will keep the record open until 5 o’clock on 
June 17, with these questions to be submitted to the Bureau and then 
to be answered. I will recommend to Mr. Wolf that he prepare them 
as soon as possible so that the Bureau of Indian Affairs will have the 
maximum time available in which to answer them. 

Mr. Lxz. That will be very satisfactory to us. 

Senator Neusercer. Thank you, Mr. Lee, Mr. Kephart, Mr. 
Wershing. 

Thank you, also, members of the committee staff. 

The hearing is now closed... 

(By direction of the chairman, the following is made a part of the 
record :) ; 

DEPARTMENT OF THE INTERIOR, 
BUREAU OF INDIAN AFFAIRS, 
Washington, D, C., June 28, 1957. 
Hon. RicHarp L. NEUBERGER, 


United States Senate, 
; Washington, D. C. 


Dear SENATOR NEUBERGER: Thank you for your letter of June 18, 1957, 
acknowledging our letter replying to questions regarding the Quinault Indian 
Reservation timber resources. 

We are in agreement that insertion. of the questions and answers in the 
record so that each question is followed by an answer will improve the readibility 
of the record. 

Sincerely yours,. 
H. Rex Lee, Acting Commissioner. 


The 18 questions asked by letter dated June 4, 1957, and the answers furnished 
June 17, follow accordingly. : 

Question 1. The felling, bucking, yarding and loading, and supervision costs 
shown on page 30 of Mr. Wershing’s statement are very close to Forest Service 
averages. These operations constitute the bulk of the “direct logging” operation. 
For the Crane Creek and Taholah contracts, can you explain why the cost for 
general and administration, equipment repair, depreciation, payroll taxes and 
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insurance are substantially higher than average industry costs reported by the 
Forest Service? 

Answer. The 1948 appraisal which showed a production cost of $30, exclusive 
of profit and risk, was not broken down into direct logging cost, transportation, 
and development as is the present procedure. The tabulation on page 30 of Mr. 
Wershing’s statement .did not segregate the proportional costs of general and 
administration, equipment repair, depreciation, and taxes and insurance, from 
these items which actually are a part of development costs. We would have 
preferred to delay such a distribution until a study could be completed on de- 
velopment costs now that these contracts have been in operation for several 
years. 

Development costs have been carried on a comparative basis as shown in the 
1948 appraisal. In that appraisal, equipment repair, administration, deprecia- 
tion, taxes, and insurance were not included with road construction. The 
tabulation on page 30 could be modified to eliminate $0.25 from equipment re- 
pair, $1 from general and administration, $0.25 from depreciation, and $0.15 from 
taxes and insurance, resulting in a total of $1.65. This would reduce direct 
logging costs and increase development costs by that amount. Some other 
transfers could require additional changes in these values. These tabulations 
will appear under question 2. 

We should not attempt to make these cost items correspond exactly to the 
Forest Service averages since this would obviously be incorrect. A further de- 
tailed study of Forest Service cost items would be required before comparability 
can be assured. It is only reasonable that there would be some differences in 
costs between the two organizations because of the differences in requirements. 
There has been much discussion of individual items of cost which have not been 
exactly correlated with the Forest Service system of cost reporting. Regardless 
of how these items may be distributed, and there are many differences in re- 
porting, the overall cost.of production has received no attention by the com- 
mittee staff. The total cost is the determining factor in arriving at stumpage 
rates. Several examples which are in the immediate vicinity of the Quinault 
Reseryation have been cited by the committee staff as indicating possible com- 
parability. Total estimated logging costs on these national forest areas as 
compared to the Quinaielt Reservation are as follows: 


National forest : 

Matheny 

Salmon Creek No. 3 

FEI 2I iri Rn arco wcicsencchsicemenltncicinn tana dhlbibeiin trea cicnle Shimane 39. 00 
Quinault Reservation: 

Crane Creek 

Taholah  -- 


There is little need to comment on why equipment repair was $0.60 in 1948 

and $1.50 in 1957. There have béen increases in cost since 1948. Better infor- 
mation is another reason which was responsible for the change. We do not know 
why depreciation was confined to $0.11 in 1948. Apparently depreciation as it 
is generally known was included with other items. The general expense appears 
to be included with items other than overhead. Overhead in 1948 included 
supervision. 
_. Question 2. Can you explain the difference between the various cost items 
used in the 1948 appraisals and the cost items in the 1955 and 1957 reappraisals? 
In particular, will you comment on equipment repair, which was 60 cents in 
1948, depreciation, which was 11 cents, and the absence of a general expense 
item? 

Answer. It was requested that the differences between cost items used in 
1948, 1955, and 1957 be explained. The Taholah unit will be used for this 
purpose. The differences between the 1955 and 1957 costs have already been ex- 
plained in that they are an upward adjustment of approximately 4 percent. We 
are attempting to present a distribution of costs in a manner similar to that 
used by the Forest Service. Such a distribution must be made as we interpret 
their procedure and would be subject to revision. The 1948 appraisal is not 
subject to tabulation in accordance with current procedure but the items will 
be shown as they originally appeared but their inclusion at those points do not 
necessarily confine the costs to those particular items. 
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Taholah 


1957 


Direct logging costs: 
Felling and bucking 
Yarding and loading 
Logging equipment repair_.......-.-~-.- 





Logging and overhead costs: 
Supervision -. c 
Insurance, taxes, ‘and payroll. 
General expenses and Gerbtdda ob usioiit ‘ 
Depreciation : 
Fire protection 
Hazard reduction 
Extra costs 


Total 


Transportation: 
Hauling.__--- 
Pe II nis oan bck abbenun> been anges - seh anes | 


Development: 
Road construction 
Equipment repair 
Equipment depreciation - Md bvtes dan teeininiel oie, Vepsite; 
Insurance, taxes, and pay roll... 
Road overhéad..........-...._-- 


33.60 | * \ 





! Includes spur roads estimated at $0.50. 

2 Transfer to road equipment repair $0.25. 

3 Transfer to road construction $0.15. 

4 Transfer $0.90 to extra costs, $1 road maintenance, $1 to road overhead. 
5 Transfer $0.25 to road equipment repair. 
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For the Crane Creek unit the following distribution may be made: 


Crane Creek 





1957 Realined 


Direct logging costs: 
Felling and bucking...---- 
Yarding and loading ae 
Logging equipment repair. _- 


rok 
Ssh 





| 
= 
& 
bo 
& 
{| 


Logging and overhead costs: 


s | 


Supervision. -- --- 

Insurance, taxes, 

General expenses and overhead 
Depreciation 

Fire protection 

Hazard reduction 

Extra costs_-. 


1. . Mrs 
| SRSRS 





{Oo 


Transportation: 
Hauling yes Swiss — Su teen atc on 8.85 | 
Road maintenance- | . | 





Total 


Development: 
Road construction - -- --- 
Equipment repair__- : 
Equipment depreciation _ - -_- 
Insurance, taxes, and payroll 
Road overhead --_-.. 





I cncapal ies ns 
dns cnt sinitirenaice 


Total _-_- 





1 Includes spur roads estimated at $0.50. 

2 Transfer to road equipment repair $0.25. 

’ Transfer to road construction $0.15. 

4 Tramsfer $0.90 to extra costs, $1 to road maintenance, $1 to road overhead. 
5 Transfer $0.25 to road equipment repair. 
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Question 3. Will you explain the decrease in felling and bucking, and yarding 
and loading costs? 

Answer. We are asked to explain the decrease in felling and bucking as well 
as the yarding and loading costs. The decrease in these items below those 
used in 1948 was due to several reasons. The coriversion from crosscut to power 
saws had considerable influence in increasing efficiency and reducing costs for 
felling and bucking. We find this same general pattern with other agencies. 
The yarding and loading estimate as it appeared in 1955 was judged to be too 
high on the basis of average costs. 

Question 4. Will you explain the basis upon which. costs were recast on page 
80 of your report, and the breakdown found in the 1957 appraisals? 

Answer. We have been asked to explain the basis upon which costs were 
recast on page 30 of the report and the breakdown found in the 1957 appraisal. 

The costs in the 1957 appraisal were obtained by increasing the pertinent items 
approximately 4 percent over those used in 1955. These were as follows for 
the Taholah unit. A similar procedure was used for the Crane Creek unit. 








I I cei cetliiaen ills aondanmaaitrunran ppg aL ee $5. 55 
I 2 SR a a ee cae 7.45 
Hauipment, repair and depreciation...............--... as 1.55 
A Carte i teen eeemen eee erence 4. TO 
eC tb hahon sicmiiainebigealinieearemeninnantperaniaten 2. 85 
POTD enn ern nnn nnn nesses 80 
: 22. 90 

a ill cant hisabigiti bins asda bind rinesnendaninihanaid inadii date wbsansaninacasicn at AAD 7. 85 
I kre ee sin oe So al ea eT) © 2. 85 
33. 60 


An attempt was made on page 30 of the report to distribute these items to 
a greater extent because of what appeared to be the desire of the committee 
staff to compare them with Forest Service procedures. We apparently failed in 
this because of the questions enumerated in the letter of June 4. A proper 
comparative breakdown would not only require considerable analysis but would 
also require a detailed study of the Forest Service methods to insure proper 
distribution of costs making up the items. This item was also discussed under 
question 2. 

A more detailed breakdown than was shown on page 30 of the report appears 
under question 2 which together with question 3 will answer that raised at this 
time. 

Question 5. Your February 8 appraisal discusses interest on page 11 aiid in- 
dicates the normal procedure would be to include the cost charge with profit 
and risk. Page 53 of Mr. Wershing’s statement indicates that the 1955 and 
the current reappraisal does not indicate a radical changing of the profit and risk 
factor. The 1948 profit and risk allowance was 15 percent of cost, exclusive of 
stumpage. The 1955 reappraisal allowed 15 percent for cedar and 12 percent 
for other species. The profit base included stumpage, and in addition the interest 
charge was shown as a cost rather than under profit and risk. The 1957 re- 
appraisal has a 12 percent allowance on cedar and 10 percent on other species, 
with interest shown as a separate cost. Will you furnish the committee with 
a statement showing the profit for 1955 and 1957 as related to the 1948 base? 
In this computation, in order to preserve comparability, show the dollar allow- 
ance for profit on cost plus stumpage and the interest allowance as the total 
profit and risk allowance, and relate it to costs, exclusive of stumpage. 
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Answer. In the 1955 stumpage-rate adjustment, the following profft and risk 
amounts were used which have been prorated to the average profit and risk 
in dollars: 





Taholah Crane Creek 


Amountof| Average Amount of| Average 

profitand | produc- | Extension | profitand | produc- | Extension 
tion per- risk tion per- 
centage , centage 


Western redcedar 

Sitka spruce 

Douglas-fir 7 
REET Ul aio susccqnremnaeew 
Western white pine__:_....... 
Western hemlock 











In 1957 a direct appraisal was made as one feature of the preliminary stump- 
age adjustment study, and an interest allowance was made in the appraisal. 
This appraisal was not relied upon in the final determination of ratios, and the 
so-called interest allowance, therefore, did not enter into the final determination 
of ratios. However, in compliance with the staff request, the profit and risk 
factors will be shown, as they would appear in the appraisal, with interest cal- 
culated as a cost item or as a profit-risk allowance. 





| Taholah Crane Creek 


| 
Species Amount of average production | Amount of average production 





Frei ona Percentage | Extension | re we Tecemepens Extension 


| 


Western redcedar 
Sitka spruce 
Douglas-fir 


Western white pine 
Western hemlock . -____- 


Profit and risk factors 
{In percent] 





Taholah Crane Creek 


With inter- | With intér- | With inter- | With inter- 
est in cost | est in profit |} estincost | est in profit 
and risk and risk 


Western redcedar 
Fe Es asnaccce« 
Western hemlock 
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The 1948 appraisal allowed 15 percent on the cost of production for profit 
and risk. This was $4.50 on the Taholah unit and $4.31 on the Crane Creek 
unit. The same procedure on cost of production for 1957 would provide about 
$5.05 for profit and risk. The 1956-57 prorated profit and risk in dollars is 
similar. 

An allowance of 12 percent for cedar and 10 percent for all other species com- 
puted on costs and recommended stumpage rates for 1957, prorated according to 
species percentages produced, results in a profit and risk of $5.55 on the Crane 
Creek unit and $5.24 on the Taholah unit. This procedure is in accord with 
present methods of computation. If the total amount of the interest were actu- 
ally to be included with profit and risk, without regard to the effect on it of 
the recommended: stumpage rates, it would be approximately covered by in- 
ereasing the profit and risk factors by 2 percent. These prorated profit and 
risk margins would be $6.56 on the Crane Creek unit and $6.20 on the Taholah 
unit. 

Question 6. Will you advise whether it is a normal practice in the Grays 
Harbor market for loggers to price logs they are selling on the basis of whether 
the purchaser had to borrow money to buy the logs? 

Answer. The Bureau of Indian Affairs has no specific information on how log- 
gers price logs they are selling. 

Question 7. Will you supply the committee with the factual information that 
was made available to you in 1955, which verified that money was actually bor- 
rowed by either Rayonier or Aloha for the express purpose of making advance 
payments on Indian timber sale contracts, and that the interest rates are those 
used by you in your appraisal? 

Answer. We have been asked what factual inspite ting was made available 
in 1955 which verified the money actually borrowed by the purchasers in mak- 
ing advance payments and that the interest rates are those used in the ap- 
praisals. One purchaser informed the Bureau that it had borrowed money 
through an RFC loan at 34 percent and the other informed us that his borrow- 
ings were at 5 percent. The Bureau was not necessarily informed, in the case 
of one purchaser, that the money was borrowed expressly for the purpose of 
making advance payments. In the other cases we were informed that money 
was borowed to make advance payments. Additional money could well have 
been borrowed at the same time for other purposes. We fail to understand why 
it makes a difference whether or not the money was borrowed, except that, in 
borrowing, the interest rates are known.. Money which is not borrowed is also 
entitled to a return as invested capital, and in that case it would be necessary 
to assign an interest rate. 

This information was not verified in the sense that proof was demanded that 
3% and 5 percent were the actual rates or that the money was actually bor- 
rowed to make advance payments. The advance payments were made, which 
precluded the use of that money for any other purpose. The interest rates used 
in the appraisals were 4 and 5 percent. 

Question 8. On page 38 of Mr. Wershing’s statement, it is indicated that it 
cost 25 cents per thousand feet to run lines. Will you furnish the computation, 
including all the factual data which substantiates the actual cost .of line 
running? Will you also state whether the cost is computed on the basis of the 
estimated volume in the contracts, or whether it takes into account overcutting? 
Show what scaling costs are when you do it. Will you show what the Scaling 
Bureau charges are and verify the facts? Compare to cost reported by you 
and to those published by the Forest Service. Show check scaling cost 
separately. 

Answer. The estimate on line running was obtained as follows: 


Wages per day 
I cinntascniinlintbasibi $16. 00 
Neen i en sochineiablacin nee eidinmniereuneswbcearenum 40. 00 
Teen eee esas used eaanedigninwiis ai ensipercwGiomitup sits 


Ce sss ols whims eaibdniogbbianenmcn 
Other expenses 


Grand total 
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It is estimated a crew will run one-half mile per day. One mile of line will 
cost $240. For an area evenly divided into 80-acre tracts the length chargeable 
’ to each tract is three-fourths mile. There are numberous 40-acre tracts in the 
units, If all tracts were 40 acres each 80-acre tract would require 1 mile of line. 
The actual average mileage of line per tract is somewhere between three-fourths 
mile and 1 mile. At 2 million board-feet per 80-acre tract, the cost for line 
running would be about 11 to 12 cents per thousand board-feet. 

In the staggered setting system of logging, much of the cutting is conducted ° 
by topographic units, rather than by ownership lines. By the time another 
setting is made adjoining one which is cut over, it becomes necessary to rerun 
considerable portions of lines established the first time. In some instances it is 
possible that portions of lines may be run three times. The estimate for running 
the lines was therefore from 22 cents to 24 cents. A total of 25 cents was used 
in the report. The 2 million board-feet estimate per 80 acres is based on the 
volumes the units are expected to cut. 

The additional scaling costs ef 20 cents shown on page 38 are not the basic 
scaling charges. These are extra charges as indicated on page 37. The Scaling 
Bureau charges are not entirely on a flat rate per thousand basis. We recall 
that the basic scaling charge is about 24 cents per thousand feet under those 
eonditions where the scaler is fully employed from day to.day. In other in- 
stances when the scaler is partially employed, the work is done on an hourly 
rate and expense basis. The hourly scaling charge recently was $7.50. It is 
also our understanding that the rate of about 24 cents per thousand feet is 
charged when the logs are of one ownership during a monthly scaling period. 
The average scaling cost appears to be about 30 cents. There is an extra 
charge of about 6 cents per thousand feet for each additional ownership during 
the scaling period. We estimate this extra charge to be about 20 cents per 
thousand feet. We do not have in the Bureau records any correspondence to 
verify these costs. 

The Forest Service indicates that the average scaling cost in the Puget Sound- 
Grays Harbor area was 28 cents. ‘This rate no doubt includes some check 
sealing by the Scaling Bureau. 

The Bureau of Indian Affairs has no records on check sealing costs. 

Question 9. Will you furnish information which indicates for the timber to be 
cut in the coming year, the manner in which the quality and quantity was ascer- 
tained? This data to show the area to be cut, the number of acres actually 
cruised, the method of sampling, the percentage of cruise, and the results of 
the cruise. If no cruise was made, please so state. 

Answer. There is attached as appendix A the summary of a study conducted on 
the Crane Creek unit that includes areas from which percentage of grade was 
obtained from Scaling Bureau records, private appraiser records, and studies 
by Bureau of Indian Affairs foresters. The study made by the foresters is 
from those areas in which logging is expected to take place. 

We believe maps were furnished to the committee which showed for both 
of. the logging units the areas cutover and the areas which are expected to 
be cut in the near future. We can give you no information at this time on 
the number of acres actually cruised, the method of sampling, and the per- 
centage of cruise. The information available in this office indicates that qual- 
ity studies were conducted in five different areas. 

This question implies that a study is to be made each year as to the quality 
of the timber to be cut during the subsequent year. The Bureau had not in- 
tended that adjustments would be made at such frequent intervals. Changes 
in quality are to be considered only when they appear to be significant. 
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[CommiTtTEE Note.—The map of the Crane Creek unit supplied by the BIA 
in appendix A is in the committee file. The map shows timber areas 
cruised or scaled approximately as follows: ] 








| Acres | Percent of 
sample 
Source of logs scaled by private scaling bureau.........-.....-.-.-----.---.-- 1 1,200 53. 57 
Timber area cruised by independent cruisers... .___- rade Regetee cn aalee act 2 1,000 | 44. 64 
Timber area cruised by BIA foresters..............---..-----.--------------- 240 | 1.78 
hi eral I aetna erienadiinti teteein ale tdietnte heiinnen mauapeuwenete! 2, 240 100. 00 





1 These areas have been clearcut. 
2 Only very small portions of these areas appear to cover portions of the contract that are scheduled for 
cutting in 1957. 





APPENDIX A 


Percent of grade by species for Crane Oreek unit (grade No. 1 includes all select 
ané peeler grades) 








| } . | 
Hemlock | White fir} Spruce | Cedar White | Douglas 
| pine | fir 
Be ee SEE VRID FS GUoIR 9G CF Ata 5259 yiliiaba Pair 
i } | 
Grade No. 1, report by— t 
Sealing Bureau... .......--~-.------- 5 | 26 47 | 40) | 29 | 
Icon ee 6 | 11 | 24 | 14 1 25 
tithe ddececdswwienndini | 8 | PU a acce 10 VOGT) cLLis 
Original estimate. -_.................. 37 | 36 32 | 15 20 | 29 
EE Se non ane ay an ote ae wie | 7 | 20 | 42 25 25 | 53 
Grade No. 2, report by— | | | 
Scaling Bureau. -. vas sett 54 | 53 34 5 49 | 35 
Pravate_...... hisrren nanan cvienaet-a< 49 | 57 OD, ashes sd 49 51 44 
ee 53 | ena 7 43 oT. 
Original estimate __....._........-.---| 43 44 | 32 | 62 44 | 44 
Rawtee@ grades sos. Foc os ce } 53 | 55 | 32 | 55 45 | 35 
Grade No. 3, report by— | 
Scaling Bureau.............-..------. 41 21 | 19 9 22 12 
PRUE o5ek suid pebsac dh dak 8 | 37 | ML 27 45 31 
slats Sib iadl dit b chi ehnniid lie wisnindatpiis ended | 39 | 23 hci: | 47 48 |... Seied 
Original estimate--._-.....-......--... | 20 | 20 | 26 23 36 27 
Bee ee non Sn eee! 40 | 25 | 26 20 30 12 


| 
} 


s — BERL hema tattle Sel bl ale 


1 Not considered due to inadequate sampling. 
COMPARISON OF TIMBER GRADES—-TAHOLAH UNIT-—QUINAULT INDIAN RESERVATION 


Due to lack of data, it is impossible at this time to make any recommendations 
pertaining to revision of estimated timber grades on the Taholah unit. Based 
on @ personal knowledge of the timber stands and the topography of the Taholah 
and Crane Creek units, it would appear that, due to the superior quality of the 
Crane Creek unit timber along the slope of the Olympic Mountains and the in- 
ferior quality of the Taholah unit timber along the seacoast, the Crane Creek 
unit imber is slightly better quality than that of the Taholah unit and the esti- 
mated log grades should be slightly lower on the Taholah unit than on the Crane 
Creek unit. An accompanying chart shows a comparison of estimated grades 
and actual grade recovery as taken from the Bureau scale certificates. It would 
appear that the original estimate of grade was too high for all species. 
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Percent of grade by species for Taholah unit (grade No. 1 includes all select and 
peeler grades) 


Hemlock | White fir} Spruce White ws rest 


Grade No. 1 ert by: 


Grade No. 2 report by: 
Scaling Bureau 
Original estimate 

Grade No. 3 report by: 
Sealing Bureau 
Original estimate 


24 
44 
54 
33 
22 
23 


BEN ELLWANGER, Forester 
KENNETH R. Mrracie, Forester. 


Submitted by : 
NOVEMBER 2, 1956. 


Question 10. In the absence of a cruise of the timber to be cut in this coming 
year, what assurance is there that the quality of the timber cut will be closer to 
your estimate than it will be to the experience found in scaling. 

Answer. This question does not lend itself to a decisive answer. If forestry 
was an absolute science instead of a combination of science and art, this prob- 
lem would not exist. The scaling and grading records of a previous year will 
not absolutely indicate that the quality of the timber to be cut in the following 
year will be exactly the same. A cruise may or may not accurately forecast the 
quality and quantity of timber to be removed. These procedures involve 
relative comparability. The scaling records, cruises, and experience must be 
combined to obtain an estimate of expectations. This timber was sold on the 
average Overall expectation of return, and not on the basis of the quality cut 
each year. The adjustment of grades which was made, but on the basis of in- 
dications that the original estimate required some revision. This problem with 
receive more attention in the future. Until recently the majority of the forestry 
staff on the Quinault Reservation was occupied with scaling. Release from 
this duty will make it possible to accomplish other types of work. 

Question 11. With reference to the statement found on page 2 of the sup- 
plemental report on the Taholah unit August 16, 1955, and the costs cited on page 
5 of your report of April 19, 1955, what factual information do you have which 
establishes that Forest Service cost data is based on numerous small opera- 
tions which do not have the investment or responsibility of large integrated op- 
erations? 

Answer. This question asks “What factual information do you have which 
establishes that Forest Service cost data is based on numerous small opera- 
tions which do not have the investment or responsibility of large integrated op- 
erations.” This statement is incorrect in that the report referred to states in 
part “includes numerous small operations?” We believe you will find that in 
past years more operations were included in Forest Service cost data averages 
for the particular areas in question than is now the case.’ 

Question 12. What factual information do you have that demonstrates that 
the costs for logging Indian timber are higher than Forest Service costs? 

Answer. It should be obvious that there are differences in the administration 
of timber sales on national forests and Indian reservations. Average logging 
costs for a group of operators under national forest administration certainly 
would not reflect exactly the average costs for Indian lands. Such data must 
first be set up on a comparative basis. 

This question appears to cover the broad field of Indian timber rather than 
that on the Quinault Reservation. The Quinault Reservation presents problems 
which are relatively minor on most Indian forests in the Northwest. There are 
some allotments in most timber sales, but only on the Quinault are the sales made 
up entirely of alloted lands. . 

The generally higher prices obtained for Indian timber as compared to na- 
tional foresst timber in most areas other than the Quinault Reservation would — 
not indicate that costs for logging Indian timber are higher than Forest Service 
costs. In any such comparisen the lower costs for the Klamath Reservation 
do not necessarily need to be included. 


1 COMMITTER NOTE: See p. 525 for facts. 
93277—57 35 
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The problems on the Quinault Reservation are unique, and logging costs are 
no doubt higher than for adiecent national forest lands. This is not a matter 
of whether the costs are chargeable to the Bureau of Indian Affairs or the pur- 
chaser. The problems of advance payments and multiple landownerships would 
tend to increase costs for both parties. 

How factual can such information be when the costs of a few operators, each 
with their individual idiosyncracies, are compared to the average costs of num- 
erous operators on entirely different lands? The differences in efficiency of any 
two operators removing timebr from the same type of landownership may be 
more than the actual difference in costs between Indian lands and national forest 
lands. 

A critical analysis of the distribution of cost under the various items would 
be necessary to make them directly comparable, before drawing conclusions on 
their relativity. We are hopeful that we may be able to obtain more accurate 
estimates of differences in costs. 

Question 13. What are the contract restrictions in your contracts that are more 
stringent and costly than those in Fores Service sales? Will you set these forth 
in total dollar amounts and costs per million board-feet? In particular, set 
forth the road construction requirements in your contracts and explain how 
they are more stringent than are Forest Service contracts. 

Answer: The Bureau has never stated that their contract restrictions or 
road construction requirements were more stringent than in Forest Service 
contracts. We have stated only that some of the requirements were different. 
These differences relative to the Quinault Reservation were set forth on page 
38 in the statement prepared by Mr. Wershing for the committee. With refer- 
ence to other reservations no studies have been made to determine whether 
or not there are any significant differences. 

The Bureau has in recent years executed two contracts, not on the Quinault 
Reservation, which contain road construction specifications because the major. 
portions of these roads were to become general service roads after serving their 
purpose for the removal of timber. Road specifications in most contracts would 
be desirable. The Bureau has had no logging engineers on its staff who specialize 
along these lines. 

The construction of roads is covered by section 39 of the General Timber Sale 
Regulations which are made a part of each contract. 

Question 14. Will you please advise the committee as to the reliability of the 
Pacific Northwest Loggers Association log pricelist, in view of the decline in 
the volume reported from this source? ; 

Answer. The reliability of the Pacific Northwest Loggers Association records | 
of past sales was covered beginning on page 55 of the report. We realize that 
the question of reliability has frequently been raised in recent years but we can 
give no concrete evidence of this defect. It is also known that the volume of 
timber passing through the log markets has decreased. This again is a matter 
in which judgment must be used. Some of the log market areas may be more 
reliable than others. Our studies of the three markets indicate that the log 
values generally do advance and decline together. There are some exceptions 
to this rule, however, which we have been unable to explain. 

As stated in the report there is considerable activity among the Bureaus 
and the Pacific Northwest Forest and Range Experiment Station to devise 
acceptable substitutes for log market values. This study is exceedingly com- 
plex because of the variety of species involved and the many possible uses for 
them. Until these studies are completed and adapted to use, we presently know 
of no acceptable substitutes. 

Question 15. Bureau records indicate that you anticipate 726 million feet will 
be cut from the Taholah contract and 848 million feet from the Crane Creek con- 
tract, whereas the sale estimates are for 545 million feet and 614 million feet 
respectively. Will you explain to what extent anticipated overcutting is taken 
into account in arriving at a proration of costs to a per thousand board-foot 
basis? ; 

Answer. The accounting for costs on the basis of anticipated overcutting will 
apply largely to development costs. In the realinement of costs shown under 
question 2 the anticipated overrun has been accounted for to a great extent under 
this item. The actual amount of the overcut can be determined only through 
a timber survey or additional experience in cutting. 

Question 16. Pages 48 through 50 of Mr. Wershing’s statement discusses road 
construction. Will you furnish the committee with your original estimates of 
the number of miles of road, the number of bridges and culverts, and the costs 
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thereof, and indicate the extent to which these costs have been revised in keep- 
ing with the trend of construction costs? Segregate spur roads from main line 
roads if this was done in the original estimate. 

Answer. This question requests that the committee be furnished the original 
estimate of the number of miles, number of bridges and culverts and the cost. 
The Washington office does not have available the original work papers. on this 
feature. The 1948 appraisal indicates that about $1,750,000 would be required 
to develop the Tahoiah unit. On the basis of 614 million feet* this is about 
$2.85 for development as shown in the appraisal. The report indicates that about 
55 miles of primary road and three bridges would be required. No mention is 
made of culverts. 

Road construction costs have in the past not been completely segregated from 
other logging costs. The importance which has been placed on a direct com- 
parison between Forest Service average logging costs and those on the Quinault 
Reservation was not evident at the time costs were partially segregated into those 
items. A direct comparison has been attempted but these estimates are subject to 
further revision. A total of $1.65 has been transferred from the direct logging 
costs to cover features formerly included there.. For the Taholah unit the distri- 
bution is as follows 


Prior dis- Current dis- 
tribution tribution 


OU SITAR hoo 55 ce tnsh ond etemenced sndsi Jo +-adabicnd. Sathish 
Equipment repair. __- 

Equipment depreciation. ____- : ‘ 
Insurance, taxes, and payroll. -_-....-.---..--..----- ihe cig cbbtet he celta cabealannccal 
Re TN int a Setientien 53 = <onkin utili dantlenh «gdeetiades nian cy eeedees 





Spur roads were not considered in the calculation of development costs but 
were included with yarding and loading. The following are estimates of devel- 
opment costs which have been made. 


32 miles primary roads, at $24,000 
168 miles secondary roads, at $14,000 
2 bridges, at $60,000 


3, 240, 000 


Seven hundred and twenty-six billion feet for $3,240,000 equals $4.46 per 
thousand feet board measure. 

For the Crane Creek unit the 1948 appraisal indicates that about $1,350,000 
would be required for development. On the basis of 726 million feet * this is about 
$1.86 for development as shown in the appraisal. There is no specific mention 
of the number of miles involved. 

The procedure for distributing costs is similar to that for the Taholah unit. 





ny 

| 

Prior Current 
rag distribution | distribution 
a 
ai 
|: 


| 


$2. 10 | $2. 10 
bai ataats . 25 


Road construction.........-.- 
Equipment repair- ed 
Equipment depreciation ______ . 25 
Insurance, taxes, payroll... ___- : , ‘ zc 15 
Rodd overhood..............-- iin i eeitien dh teeta i : 1. 06 


! 


1 COMMITTEE NOTE.—Proper contract volume is 545, 000 Mb. f. and cost at $2.85 per 
thousand board-feet should be $1,560,000. 

2 COMMITTEE NOTE.—Proper contract volume is 614,000 thousand board-feet. Proper’ 
cost per thousand board-feet stated in original appraisal was $1.80 per thousand board-feet. 
Original road construction and maintenance allowance would be $1,105,200. 
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Spur roads were included with yarding and loading. The following are the 
estimates of development costs that were made: 


50 miles primary roads, at $24,000 
160 miles secondary roads, at $13,000 


Hight-hundred and forty-eight million feet for $3,280,000 equals $3.87 per 
thousand board-feet. . 

Question 17. Exhibit 8, Mr. Kephart’s statement, item 6, lists services to 
be performed for the 10-percent deduction. In connection with letting the Crane 
Creek and Taholah units, were the Indians ever advised that any of these serv- 
a ae be rendered by the purchaser rather than the Bureau of Indian 

airs 

Answer. We do not find any specific answers to the question whether, in let-. 
ting the Crane Creek and Taholah unit contracts, the Indians were advised that 
any of the services referred to exhibit 3 would be rendered by the pur- 
chaser rather than by the Indian Bureau. This is an academic question, how- 
ever. Mr. Kephart’s statement, submitted for the record, shows that timber- 
Sale deductions to date, at Western Washington Agency,- have not equaled the 
forest administration expenditures. 

It is true that some of the services listed in exhibit 3 are being furnished 
by the purchasers, rather than by the Bureau of Indian Affairs. But the other 
services that are being provided by the Bureau are costing more than the 
amount of deductions being made. This is shown on page 37 of Mr. Kephart’s 
statement. 

Question 18. For the last 4 years, list separately for each contract, identify, 
and itemize each service performed. Show whether the Bureau of Indian Af- 
fairs or the company performed the service. Show the cost to the Bureau of 
Indian Affairs or allowance to company. Show any verification of reported 
company cost that you had obtained at the close of business for each year. 
For each change in service from the Bureau of Indian Affairs to company show 
why the 10 percent deduction was not adjusted. 

Answer. We do not maintain cost records in the detail that would be re- 
quired to answer this question. 

There are submitted herewith as appendix B—1 to B—4 copies of analyses of ex- 
penditures reports of the Western Washington Agency for each of the fiscal 
years ending June 30, 1953 to 1956, inclusive. No greater detail of expendi- 
tures is available. These reports are the source of data appearing on page — 
of Mr. Kephart’s statement. 

Cost analyses are not maintained for each contract separately, because their 
doubtful value would not justify the considerable expense that would be 
involved. 4 

All of the services listed in the analyses of expenditures were performed 
by this bureau. . 

We receive annual financial and operating statements from the purchasers. 
The verification of reported costs that we obtain are in the form of certifications 
by the purchasers and the certified public accountants who prepare the state- 
ments. We recognize certain weaknesses in this procedure, which we propose 
to correct if funds become available to employ the necessary additional personnel, 
We are also in correspondence with our Portland office concerning suggestions 
for obtaining more revealing financial statements from the purchasers. 

It is shown in Mr. Kephart’s prepared statement (p. —) that expenditures 
have exceeded timber sale deductions at western Washington agency. There 
has accordingly been no reason, thus far, to adjust the rate of deductions because 
of changes in specific services being performed. : 

The purchasers are now paying the cost of scaling, but the Bureau personnel 
who were formerly scaling logs are now devoting their time to other phases of 
timber sale and forest administration. The overall Bureau costs, therefore, 
have not been reduced. It was the need of accomplishing this other work that . 
was partially responsible for the change to scaling at the purchaser’s expense. © 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 14, 1957. 
Hon. RrcuH Arp L. NEUBERGER, 
Chairman, Indian Affairs Subcommittee, 
Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


Dear SENATOR NEUBERGER: On May 13 we informed you of the action in making 
new stumpage ratios effective April 1, 1957, in the Crane Creek and Taholah 
logging unit contracts of the Quinault Indian Reservation. We expressed regret 
that the action became necessary, without awaiting the conclusion of your com- 
mittee hearings, because of an agreement with the purchasers that the decision 
would be made not later than May 15. 

Immediately upon receipt of the notice each purchaser filed a protest, and 
asked that the period for consideration of changes be further extended to June 15, 
with the effective date remaining April 1, 1957. 

The purchasers had previously acquiesced in our request for extension of the 
period from April 15 to May 15, and it appeared appropriate to agree to their 
subsequent request. Furthermore, the extension would postpone final action 
until after the scheduled concluding date of your hearings. In the circum- 
stances we have agreed to the extension of period for consideration, as evi- 
denced by the enclosed copies of telegrams to the purchasers. The Quinault 
Tribal Council has also been informed. 

It was intended that you be informed of this action at the hearings on June 3, 
but there was so much material under discussion that this was not done. You 
will be informed of the final action in this matter, 

Sincerely yours, 
HATFIELD CHILSON, 
Under Secretary of the Interior. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 28, 1957. 
Subject : Interior-Indian Affairs, 1472201 resources management, 1957 
To: Aloha Lumber Corp., Aloha, Wash. 

Reurtel May 14, it is agreed that the period for consideration of changes in 
ratios is extended to the close of business on June 15, 1957, and that any changes 
decided upon during that period will be retroactive to April 1, 1957. 

(Signed) Harrretp CHILSON, 
Under Secretary of the Interior. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 28, 1957. 


Subject: Interior-Indian Affairs 1472201 Resources Management, ww". 
To: Rayonier, Inc., Hoquiam, Wash. 


Reurtel May 14, it is agreed that the period for consideration of changes in 
ratios is extended to the close of business on June 15, 1957, and that any changes 
decided upon during that period will be retroactive to April 1, 1957. 

(Signed) Harrietp CHILsoN, 
Under Secretary of the Interior. 


JUNE 18, 1957. 
Hon, HATFIELD CHILSON, 
; Under Secretary of the Interior, 
Department of the Interior, 
Washington, D. C. 


Dear Mr. CuHrILson: I appreciate the courtesy of your letter of June 14, 1957, 
informing me of developments on the Quinault Indian Reservation and your offer 
to keep me informed as to the final action. 

It is my hope that a committee report will be made in the very near future, 
and I hope that it will provide constructive suggestions for the solution of the 
complicated problems on this reservation. 

Sincerely yours, 
RicHArpD L. NEUBERGER. 
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HovsE OF REPRESENTATIVES, 
Washington, D. C., June 10, 1957. 
Hon, Ricuarp L, NEUBERGER, 
United States Senator, Senate Committee on Interior and Insular Affairs, 
224 Senate Office Building, Washington, D. C. 

Dear Dick: I am enclosing a copy of an article from the November 1956 issue 
of Fortune magazine entitled ‘(Hard Boiled Rayonier.” 

May I suggest that this article would be pertinent for inclusion in the record 
of the hearings conducted by the Indian Affairs Subcommittee of which you are 
chairman on the Quinault Indian timber matters? 

Sincerely yours, 
Don MaGnuson, 
Member of Congress. 


[Fortune magazine, November 1956] 
HARDBOILED RAYONIER 


“Mushy” corporate talk about “a great big happy family” displeases the tight, 
tough management of the top chemical-cellulose producer. Its ideas of com- 
munity relations—and executive prerequisites—are startling 


By Herbert Solow 


Rayonier Inc. of New York calls itself the smallest of big companies. It is 
small, however, only in the sense that is has a remarkably small management 
group including, for example, only three vice presidents. It is, on the other 
hand, the world’s bigget producer of chemical cellulose, of which it has about 
one-fifth of the world’s total productive capacity of 3 million tons per year, and 
about one-half the United States capacity. And though it ranks only No. 246 
among the United States industrial companies in terms of 1955 sales ($142 mil- 
lion), tough, tightly run Rayonier ranks far higher (No. 121) in terms of 
profits, which last year totaled $15,900,000 after taxes. It achieves 42 percent 
of its sales in foreign markets—a level matched by few big United States 
companies. : 

Rayonier, despite its name, makes neither rayon yarn nor yard goods, and 
today sells less than half its cellulose to the rayon industry. The company’s 
line of wood-based cellulose—16 grades, delivered in rolls or bales of sheets 
weighing a quarter of a ton or more—is sold to makers of cellophane, nitrocellu- 
lose, acetate plastic, and other semifinished products, as well as to producers 
of rayon. Reyioner’s customers dissolve the material, often called “dissolving 
pulp” to distinguish it from less pure wood pulp used in papermaking, and 

‘ process it into such familiar items as photographic film, tire cord, industrial belt- 

ing, scotch tape, plastic toys, telephones, garments, sheetings, rugs, munitions, 
packaging material, even food and pharmaceuticals (low-cost carboxymethyl 
cellulose smooths ice cream and stabilizes ointments). Rayonier is in part a 
forest-products company (lumber, paper, and chemical byproducts account for 
34 percent of sales), in part a chemical company. 

But one of the striking things about Rayonier—and certainly the most con- 
troversial—is its rugedly individualistic attitude toward that aspect of cor- 
porate policy known as “community relations.” .To explain itself to the busi- 
ness community, Rayonier 4 years ago launched a campaign of institutional 
advertising. It has been explaining one of the advertisements in that cam- 
paign ever since. The advertisement questioned “some of industry’s well-in- 
tended public-relations activities,’ which Rayonier characterized as fostering 
“a paternalism neither rewarding nor justified.” While Rayonier endorsed 
as “valid programs” the Boy Scouts and the Red Cross, it declared that it 
would not play “Santa Claus” to “special factions promoting new gym floors, 
civic centers, and the like.” Coming from Rayonier, which is the dominant 
employer in most of the small lumbering towns where it operates, this was very 
pointed talk. 

Rayonier practices this prickly preachment quite consistently. Last year, for 
example, the “valid” Boy Scouts got only $525. All together, Rayonier limited 
its 1955 donations to a total of only $51,061, less than three-tenths of 1 per- 
cent of its net profit of $15,900,000. This tightfistedness may well be some sort 
of record for a modern major company (the donations of all United States 
corporations—large and small—average 2.49 percent of net profits, or over 
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8 times the Rayonier proportion). This Rayonier policy is the outgrowth of a 
philosophy plausibly and persistently expounded by President Clyde Morgan. 
In general, Mr. Morgan is practical and even pragmatic, but he is also a bit of 
a social theorizer and crusader who aims to reverse recent trends in industry’s 
community-relations policy. 


“4 LITTLE BIT PREGNANT” 


“You can’t buy good will,” Clyde Morgan theorizes, “and Rayonier does not 
try to. A big company can’t expect to be loved. We are used to acrimonious 
arguments in our mill towns, and we fight it out. When a management gives 
away the stockholders’ money, it is the local manager, not the company, who is 
the hero, or rather the sucker, since people really do not respect charity. New 
Englanders [Mr. Morgan is of New Hampshire stock and lived many years in 
Boston] once would have starved before taking charity, and those tough, won- 
derful people built our industries, became rich, and made our country great. 
Now our crazy tax laws encourage corporate donations to civic causes by mak- 
ing them cheap, but once you start giving away the stockholders’ money, you 
are lost. There is no such thing as being just a little bit pregnant.” 

Morgan has publicly expounded these unorthodox views even in Rayonier’s 
mill towns. However, he admits that “sometimes when the shoemaker and the 
baker are on a list of contributors to a public cause, Rayonier just can’t stay 
off.” Morgan then turns practical—and becomes a little bit pregnant. More 
uncompromising has been Rayonier’s executive vice president, James T. Sheehy, 
who constantly keeps the heat on his mill-town managers lest they give in to 
what Rayonier calls “polite blackmail” too easily. Some colleagues with vary- 
ing degrees of admiration and concern, call Sheehy “the tough guy that every 
company needs.” Some observers, both inside and outside the company, think 
that Rayonier’s “new look” in community relations, like Dior’s “new look” in 
dressmaking some years back, is actually little more than a revival of a fashion 
that was popular when mother was a girl. 


THE CROTCHETY CRUSADE 


Morgan's candor has, on the whole, been helpful to the company. He has 
reversed an earlier Rayonier policy of reticence. In 1951, for example, before 
deciding to build its mill in Jesup, Ga., Rayonier gave community leaders a 
realistic picture of the drawbacks as well as the advantages of having a big 
company in the area. - And in its mill towns, Rayonier now issues news releases 
on developments of public interest. When an ever-present microscopic river 
beast called Sphaerotilus multiplied early this year under abnormal temperature 
conditions at Jesup and formed a slime that fouled shad nets, the company 
issued news releases describing Rayonier’s expensive countermeasures. 

But the candor of the Morgan-Sheehy attacks on “paternalism” make almost 
as much trouble for Rayonier’s local managers as does the company’s tightfist- 
edness. Certain problems Rayonier cannot escape, but its handling of them is 
needlessly complicated by its “antipaternalism” policy and management’s tout- 
ing thereof. Nobody can buy huge timber reserves, which Rayonier has done in 
both the Northwest and the Southeast without being called a “land hog” by 
small loggers and sportsmen, the latter a powerful organized force in Wash- 
ington. No company can operate on a national scale without running into local 
tax-discrimination tendencies covered by talk about “absentee ownership.” No 
mill can make chemical cellulose without risking the accusation of polluting 
water and atmosphere. In the river at Jessup, for example, there has been not 
only the Sphaerotilus problem but also a puzzling kill of fish. It seems clear 
that the Rayonier-effluent is innocent since fish have died upstream as well as 
downstream. Yet local people, who a couple of years back welcomed Rayonier 
with open eyes and have had a new burst of prosperity since its arrival, have 
set up for the first time a conservation group, and some of the organizers seem 
interested primarily in needling Rayonier. Again, the local attitude in a tax 
controversy in which Rayonier is getting rough treatment is, according to Jesup 
businessmen, related to resentment over the company’s community-relations 
policy. 

The Rayonier advertisement attacking “paternalism” was inserted not only 
in national magazines but also in the Jesup Sentinel. The Sentinel’s editor, 
though an admirer of Rayonier, from which he gets a substantial part of his 
job-printing business, had this to say editorially about the advertisement: 
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‘“* * * We want to give of our time, our talents, our finances in making this a 
better place in which to live. [This] is only the policy of a small weekly news- 
paper editor [but] at least the appearance of adoption of such a policy might 
bring about a better relationship between the people of an area and industry. 
Even though we charged for the ad, we still cannot see where it was worth 
the money spent.” In the mill towns in the northwest, community reaction to 
Rayonier’s ‘‘antipaternalism” is much the same as in Jessup. 

Some Rayonier executives in both the southeast and northwest, feel that the 
company, if it loosened. up a bit, would not be giving away the stockholders’ . 
money but would be making a wise investment in blunting community hostility 
or even building harmony. Indeed, the question is sometimes debated by the 
Rayonier board of directors. Directors disturbed by the problem can console 
themselves with the proposition that Morgan and Sheehy are whip-smart man- 
agers who have brought the company along beautifully in all other respects. If 
Morgan and Sheehy want to run a crotchety crusade on the side, that may be an 
allowable perquisite—at least for a while. 


LIFE WITHOUT FATHER 


Many other perquisites Rayonier management foregoes. If the company is 
tightfisted in its community relations, it is tight in its management relations, 
too. As Morgan sees it, nowadays “many managers are soft. Some don’t care 
about the stockholder. They feel that even if the company goes bankrupt, 
the bricks and mortar are there and they will always have a job. They expect 
perquisites. Many companies have executive camps in the woods and guest- 
houses in their mill towns. We have no camp and when our men visit the mills 
we usually put them up in motels. We provide no executive limousines, yachts, 
planes, or dining rooms, not even with the excuse of entertaining customers. 
We don’t like disguised forms of extra compensation. Perquisites make execu- 
tives soft and destroy discipline right down to the mill floor. I don’t go to 
White Sulphur Springs to play around at conferences. I get 3 weeks’ vaca- 
tion as do all our hourly paid employees after 15 years. So do our other execu- 
tives and often they don’t take full vacation time,” 

The services of Rayonier’s modest total of 3 vice presidents (the average num- 
ber for the top 500 United States industrial companies is almost 8) cost it only 
$112,000 a year. Its total officers’ salary bill is only $365,000. All salaries, evén 
those of stenographers, are discussed with the executive vice president. Rayo- 
nier’s table of organization is pragmatic and simple; the Southeast has a regional 
manager, the Northwest, with more mills, has none-——because Morgan and Sheehy 
have found that things work well that way. Recently the management con- 
cluded that it could cut export marketing costs by eliminating outside sales 
agents. Although one sales agent was a longtime business associate of two 
Rayonier directors and another was a big pulp agency with representation on 
the Rayonier board, the old ties were dissolved. Though three big Rayonier 
stockholders (Gottesman & Co., Hammermill Paper Co., and several Zellerbach 
family trusts) are interested in paper production on their own, Rayonier man- 
agement calmly and coolly contemplates expanding its paper output. All this 
is admirably tight management, 

At a public dinner when Sheehy delivered his first formal talk to the executives 
of Alaska Pine & Cellulose, Ltd., a Canadian subsidiary acquired in 1954, he 
explained the underlying philosophy of Rayonier’s management policy. Re- 
pudiating what he called “the old, mushy phrase, ‘a great big happy family,’ ” 
he described Rayonier management as “a highly trained, aggressive, fast-moving, 
professional team.” Apart from money, he said, management is paid off by “an 
inner feeling of accomplishment” rather than by “a fatherly pat on the back.” 
He assured a future in Rayonier to all Alaska pine men “willing to operate un- 
der those conditions * * *.” : 
MILLIONAIRE MANAGERS 


Morgan boasts that Rayonier management, in addition to “the satisfaction that 
comes from belonging to a management team that leads the industry,” get fair 
pay, a good chance to rise, and an eventual chance at valuable stock options, 
And he is talking facts. Many top Rayonier executives started at the bottom 
with predecessor companies. The stock options of Rayonier’s 8 officers (presi- 
dent, executive vice president, 8 vice presidents, secretary, treasurer, and con- 
troller) have enabled them to become collectively the fourth largest group of 
Rayonier shareholders. They now hold 6.2 percent or 324,338 outstanding shares 
and three seats on the board. ‘The rise of share values—over 300 percent since 
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1951—has made four of them millionaries. All in all Rayonier executives seem 
to work hard without any other conventional management perquisites, and even 
those who wish Morgan and Sheehy would give up their perquisite of a crotchety 
and impractical community-relations crusade are enthusiastic about Rayonier. 

And although he has radically changed Rayonier’s public relations, Morgan has 
perpetuated many policies that go back to the company’s earliest days. One such 
policy concerns research, which has been regarded as crucial to Rayonier’s success 
since the company’s formation. 


DU PONT SUGGESTS 


During the 1920’s; when du Pont first began making cellophane and, along with 
’ other United States companies, rayon, almost no chemical cellulose was being 
produced in the United States. In the late twenties, du Pont executives dis- 
eussed their growing need for chemical cellulose with Edward M. Mills, a dynamic 
promoter who was then executive vice president of the Zellerbach Corp. (not yet 
merged with Crown Willamette to form Crown Zellerbach). Backed by Isadore 
Zellerbach and the Simpson family, Mills had earlier built a little pulp mill to 
use the waste of the Simpson Logging Co.’s sizable sawmill in Shelton, Wash. 
When the Shelton mill proved a success the.same group built two more pulp mills, 
(These three were merged in 1937 to form Rayonier.) Mills picked up du Pont’s 
idea of shifting from paper pulp to chemical cellulose, and research thereupon 
became the cornerstone of Rayonier’s operation. 

Until then chemical cellulose had never been made from western hemlock and 
there were many process problems. Ways and means had to be found of improv- 
ing the uniformity of product—through close control of the mix of wood chips 
entering the giant digesters, of the amounts of chemicals used, and of tempera- 
tures, pressures, and viscosity. New methods of screening, washing, and bleach- 
ing the pulp also had to be devised. Today each of Rayonier’s 16 grades of 
pulp is tailormade to fit both a customer’s process and his end product; only 
Juternational Paper and Rayonier offer a wide range of chemical-cellulose prod- 
ucts of dependable uniformity. i 

Through research, Rayonier developed in 1935 the first United States grade 
of cellulose for other than rayon production—the one used for du Pont’s cello- 
phane. Rayocord X, the Rayonier version of a chemical cellulose that has been 
a great success in the tire-cord market, was developed several years before the 
process for utilizing such pulp had been mastered. Research was also done on 
the possibility of using a variety of woods to manufacture chemical cellulose 
(Rayonier’s Florida mill pioneered the use of southern pine). Chemical cellulose 
is still a young industry and still in technological flux, and every year since its 
tormation Rayonier has boosted its research budget. This year the outlay will 
be almost $2 million, or 1.4 percent of estimated sales. 

Indeed, research is considered so important that one of Rayonier’s three vice 
presidents, Arthur Parrett, is responsible solely for research. In a few weeks 
a new $1,200,000 celiulose research laboratory will be opened at Whippany, N. J., 
and Rayonier will then employ at its three laboratories a total of 300 research 
people, including about 30 Ph. D.’s. 


BACK TO THE WOODS 


Any expansion of world chemical-cellulose production will henceforth depend 
almost entirely on increased use of North American forests. For existing tech- 
nology and price levels bar the use of tropical woods and such other massive cellu- 
lose sources as bagasse and papyrus. And Europe’s forest industries have long 
since expanded as far as available timber sources will permit. 

Even in North America the possibility of acquiring big new timber reserves 
has almost vanished. But Rayonier bought timber in good time. As early as 
1937 the company began buying southern-pine lands. Until then nobody had 
tried to use loblolly, slash, or. longleaf pine except for making kraft paper. In 
the Northwest, Rayonier had begun to buy logs in 1935, when the demand for 
cellulose outstripped the supply of sawmill waste. In 1945, Rayonier began 
buying extensive timber stands on Washington’s Olympic Peninsula. The com- 
pany now owns almost 1 million acres of forest in Washington, Georgia; and 
Florida, and has perpetual cutting rights to about 750,000 acres of forest in 
British Columbia. Rayonier currently buys about half its wood supply from out- 
side sources. 

Back in the thirties, when Edward Mills was president, the exécutive vice 
president was James David Zellerbach, who at the time was also Mills’ boss 
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at Crown Zellerbach. Mills’ health was bad and Zellerbach often had to run 
Rayonier with his left hand. From 1934 until 1944, conseqeuntly, Rayonier’s 
industrial relations, purchasing, and engineering were all handled by a staff 
that simultaneously served Crown Zellerbach. Every man in these operations 
tired to serve two masters, with the usual results. 

Trouble also developed as a result of Rayonier’s rapid expansion to serve 
the foreign market in the 1930’s. By 1937 Japan, whose rayon industry 
had expanded enormously, was Rayonier’s biggest outlet, and the com- 
pany’s decision to build a cellulose mill at Fernandina Beach, Fla., was made 
largely at the urging of a Japatiese customer. The collapse of Japanese trade 
even before the beginning of World War II put Rayonier in hot water. Con- 
struction at Fernandina was halted and in 1938 a loan of $8 million was required 
to save the company. The Chase Bank together with several other banks and 
an insurance company put up the money. 

Mills retired in 1944 and Edward Bartsch, the Chase vice president who had 
helped arrange the 1938 loan, became Rayonier’s second president. Six years 
later he resigned after policy disputes had split the board of directors into 
embittered factional groups. Under the circumstances, choosing Bartsch’s suc- 
cessor was extremely difficult. Finally one director, D. Samuel Gottesman, a 
big New York paper and pulp merchant, made a deal with Hammermill Paper, 
which also had a substantial stockholding, and won backing for Clyde Morgan. 
Morgan, after a tour as Rayonier’s vice president (1937-41), had successfully’ 
reorganized Eastern Corp., a Maine paper company that Gottesman acquired in 
1947. In 1951 a new Rayonier regime emerged with Morgan as president and 
William A. Parker, chairman of Incorporated Investors (a Boston investment 
trust that had long held a substantial stock interest in Rayonier), as chairman. 
It looked as if Gottesman had got his manin. It soon became clear, however, that 
Morgan, who was given a big stock option on returning to Rayonier, was his own 
man. , 

MORGAN MOVES AHEAD 


When he rejoined Rayonier in 1951, Clyde Morgan had had 33 years of experi- 
ence in pulp and paper. He had unbounded confidence in the future of chemical 
cellulose and he began at once to project expansion. How, he asked, could 
customers be encouraged to expand their operations unless they were assured 
that they could get all the chemical cellulose they would require? If there had 
been more expansion earlier, he reminded Rayonier directors, Celanese and 
American Viscose might never have sunk large sums into their own captive 
cellulose mills in British Columbia. 

Morgan set out to convince customers that Rayonier would always supply its 
share of their maximum potential demand. And inasmuch as cellulose mills 
can make money at less than full-capacity operation (Rayonier’s breakeven 
point is estimated at less than 60 percent of capacity), Morgan has been able 
to fulfill his promise to.customers without gambling too wildly. The fact that 
cellulose supply and demand were in balance in 1955 despite the great increase 
in United States cellulose capacity (up 600,000 tons or 55 percent since 1950) 
seems to bear out Morgan’s contention that a bold expansion will generate its 
own demand. ; 

MORGAN’S LONG VIEW 


Another Morgan policy that has paid off is stable pricing. The common 
practice of Scandinavian mills (the sole substantial competitors of North Amer- 
ican mills in world markets) has been to charge what the market will bear. 
Since 1948, consequently, the price of chemical cellulose in world markets has 
varied from $120 a ton to $900. Morgan set out to stabilize prices. When the 
rayon market softened in 1952, one large customer asked Rayonier for a sub- 
stantial price cut. The customer’s company was strong enough to go into 
chemical-cellulose production itself, but Morgan believed that the company had 
a limiting principle of its own: To venture only where it had unique techno- 
logical qualifications. Morgan argued that Rayonier’s prices were related to 
Rayonier’s costs; and that when rayon market conditions changed the customer 
would be glad to see Rayonier’s prices stable. Morgan made his point and kept 
his customer. 

Before Morgan took over in 1951 there had been 12 years of a sellers’ market 
-in cellulose. Selling primarily had come to mean rendering technical service 
to customers, and at Rayonier it was, in fact, being run by Russell Pickens, the 
company’s first research chief. But since Morgan was out to producé all the 
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eellulose the market would take, he realized that Rayonier would have to sell 
aggressively. He hired Michael A. Brown, a former Libbey-Owens sales-promo- 
tion man, to organize Rayonier’s first institutional advertising campaign, and 
then kept him on as sales manager. 

Selling chemical cellulose is a peculiar game. It takes as much as 2 years to 
develop an order, and all the orders are big. Brown seems able to move some- 
what faster in support of his salesmen than the chief competitor, International 
Paper, which divides most of its production, research, and sales among three 
subsidiaries. In 1955 a Rayonier sales staff of only 24 men sold 554,000 tons 
of chemical cellulose for $94 million to 102 customers. 


. THE PROFITS OF PULP 


Morgan in 5 years has made of a faction-torn, drifting company a remarkable 
commercial success. Last year’ Rayonier’s net profit of $15,900,000 on $142 
million of sales gave it a profit margin of 11 percent. This made if 46th in 
profits on sales among the top 500 United States industrial corporations. Earn- 
ings were $2.87 per common share on the 5,258,043 shares outstanding—up from 
5 cents a share in 1946 and $1.92 in 1950. Today no listed company in the entire 
pulp and paper industry equals Rayonier’s 22.9 percent return on net worth. 

Since 1945, moreover, Rayonier has invested $130 million in timberlands and 
new plants. (It was granted accelerated amortization on $20 million of the 
plant expansion representing nitrocellulose capacity.) The expansion program 
is one reason Rayonier has long paid out only a skimpy 31 percent of its earnings 
to stockholders as dividends. Last year it paid out 37 percent or $1.08 per 
- share. Nevertheless, Rayonier shares this year have sold at $44 plus—almost 
four times the price in 1951 when Morgan was brought back as president. 

And Rayoniers’ credit is excellent. Last year when the company wanted to 
refund old debt, retire burdensome preferred stock, and finish some construction, 
it was able to borrow $100 million from the Prudential Insurance Co. at 3% per- 
cent for 25 years. Morgan believes in debt and Rayonier’s debt-equity ratio 
(55/45) is unusually high. . 

Right now, Rayonier is expanding the dnnual capacity of one of its Canadian 
mills by 50,000 tons. Next year it will bring on stream in Jesup, Ga., a 100,000- 
ton twin to the mill that it opened there in 1954. When the second Jesup mill 
has been completed, Rayonier and its subsidiary, Alaska Pine, will have a total 
of 8 chemical-cellnlose mills—3 in the Southeast, 3 in the Northwest, and 2 in 
British Columbia—with an annual cellulose capacity of 885,000 tons. In addi- 
tion Rayonier has 2 byproduct plans, capacity for converting about 30,000 tons 
of fine paper, a shingle mill, and 3 saw mills with 352 million board-feet of 
annual capacity. 

Further growth seems assured. The future of chemical cellulose is far more 
promising than is generally assumed by businessmen whose wives long ago 
washed out rayon garments as unwashable, or those who are impressed by the 
market potential of true synthetic fibers and plastics. After long research, 
rayon makers are coming up with an improved product that will really launder. 
Moreover, Rayonier is hitched to a whole battery of growth industries whose 
raw material it produces. For some uses the true synthetics are improved 
when blended with rayon. And for packaging film and the like, woodpulp 
derivatives are cheaper than any of the ethylene- and acetylene-based true 
synthetics like polyethylene. 

In fact, the United States annual consumption of cellulose is now. 12 pounds 
per capita as against only 3% pounds in 1939. And demand is still rising. To 
be sure, by late 1957 there will be perhaps 200,000 tons of new cellulose capac- 
ity in the world. Nylon may move in seriously on rayon for such uses as tire 
cord. (DuPont will soon begin building a new 40-million-pound nylon tire-cord 
plant in Richmond, Va.) But if price cutting results in tire cord or other end 
products, the worst sufferers probably would be International Paper, since its 
sales of tire-cord-grade cellulose constitute twice as large a percentage of total 
sales as is the case at Rayonier, and the Celanese and American Viscose captive 
mills because of their high costs. 


TOMORROW THE WORLD? 


Meanwhile Rayonier executives delight in pointing out what could happen 
if the 2 billion people of the free world outside the United States were merely 
to increase their present 2 pounds per capita consumption of chemical cellulose 
by 1 pound per capita annually. Such an increase would mean an additional 
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demand for 1 million tons of cellulose per year, requiring an increase of one- 
third in world productive capacity. And this is not daydreaming. Rayon’s 
price advantage over both imported cotton and true synthetics is especially im- 
portant in soft-currency countries anxious to conserve dollars. Chemical-cellu- 
lose imports are also favored in underindustrialized countries because they tend 
to create a domestic chemical-fiber industry. 

Rayonier is beautifuliy positioned to benefit from the expanding foreign mar- 
ket. It maintains sales offices in Japan and Paris and it put on some smart 
promotion in 1955 when it held a board of directors’ meeting in Paris and rallied 
European customers to the event. In fact, Rayonier’s biggest single market is 
the foreign market; the company already sells a whopping 42 percent of its 
output abroad. 

Rayonier is also in a good position to expand its output of paper pulp and 
paper. It produces the fine papers sold on the west coast by Hammermill. And 
its paper-pulp production, in 1953 under 18,000 tons, this year will total 160,000 
tons (including 57,000 tons from Alaska pine), or 21 percent of its total pulp 
tonnage. The company also envisions the development of new chemical co- 
products from portions of trees heretofore not used economically, and new by- 
products from the complex chemicals that turn up in its waste liquor. 

Rayonier’s scientists are confident that in “silvichemicals” (chemicals derived 
from wood) they can repeat their success with Rayflo. This novel concoction, 
the principal ingredient of which is the-bark of western hemlock, is used to 
maintain the fluidity of oil-well drilling muds, and is being produced in a $1 mil- 
lion Rayonier plant in British Columbia that came on stream late in September. 


OUT OF THE TREES 


There is some mpoculation that Rayonier may soon try to diversify and grow 
via mergers. Recent merger negotiations with Hercules Powder, a user of 
chemical cellulose, and Robert Gair Co., a big paperboard and container pro- 
ducer, were inconclusive (Gair has since ‘negotiated with Continental Can, a big 
consumer of paperboard for containers), but because they are still merger- 
minded, the Rayonier directors last April got the stockholders to double the 
number of authorized common shares from 6 million to 12 million. 

Perhaps Rayonier will soon grow bigger in a philosophical sense, too. Sheehy 
says that the company’s policy toward civic causes may change “if there are 
needs and we get more affluent.” That is a rather modest concession to the 
critics of Rayonier’s retrospective “new look’ in community relations. And the 
critics include a substantial minority of the board of directors that will have to 
choose Morgan’s successor. Still, even so small a concession to a more practical . 
community-relations policy may be enough to land Sheehy in the presidency. 


RAYONIER, INC., 
; Hoquiam, Wash., June 14, 1957. 
Hon. RicHarp L. NEUBERGER, 
Chairman, Subcommittee on Interior and Insular Affairs, 
Senate Office Building, Washington, D. C. 


Dear Sir: I request that this letter and its enclosures be included in the 
record of the hearings which were concluded June 3, 1957, and which related to 
management and administration of timber sales contracts from the Quinault 
Reservation in Washington. 

There was filed in those proceedings the statement of Cleve Jackson, president 
of the Quinault Tribal Council, dated May 2, 1957, which included the following 
language : 

“I have personal knowledge of two allottees who were granted fee patents 
within these sale units who discounted their equity 30 percent below even the pres- 
ent stumpage price.” 

One of the members of your committee staff has suggested that Rayonier advise 
whether or not it was the party that purchased the two allotments referred to in 
that quotation. I believe I know which allotments are referred to. Rayonier 
did not purchase and has no interest in those two allotments. Rayonier has not 
purchased any fee patented allotments within either the Taholah unit or Crane 
Creek unit at less than the stumpage rates current at the time of purchase, 
applied to the current estimated timber volumes as determined by independent 
cruisers approved by the Indian Service. 
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I enelose copy of letter dated April 18, 1957, addressed to the Honorable Joseph 
Campbell, Comptroller General of the United States, by our attorneys, Holman, 
Mickelwait, Marion, Black & Perkins, concerning the audit report of the Comp- 
troller General dated November 1956, with particular reference to the manner 
in which that audit report discusses the contract which Rayonier holds covering 
the Crane Creek unit. . We request that the enclosed letter be included in the 
record of these proceedings because it points out several errors in the Comptroller 
General’s audit report and sets forth our views as to the proper construction of 
certain portions of our contract. 

Yours very truly, 
RAYOntIER, INc., 
L. J. Forrest, 
Assistant Manager, Northwest Timber Division, 


RAYONIER, INC., 
Hoquiam, Wash., April 18, 1957. 


Re Your file No. B-118601, contract No. I-101—Ind-1902; Crane Creek unit, 
Quinault Indian Reservation. 


Hon. JosepH CAMPBELL, 
Comptroller General of the United States, 
Washington, D.C. 

Dear Sir: This is submitted pursuant to suggestion made at the recent confer- 
ence between members of your office and representatives of Rayonier, Inc., at 
which the subject of construction and the interpretation of the above contract was 
discussed. <A correct construction of the contract is especially important in view 
of your audit report to the Congress of the United States, dated November 1956, 
concerning administration of forest management activities by the Bureau of 
Indian Affairs, Portland, Oreg., Area Office, Department of the Interior. That 
audit report, we believe, was premised in part upon the report of the Senate Sub- 
committee on the Legislative Oversight Function of the Senate Committee on 
Interior and Insular Affairs, transmitted on August 6, 1956, and also upon state- 
ments contained in certain reports of the BIA. As you know, we have taken 
strong issue with that subcommittee report, with statements contained in the 
reports of the BIA, and with certain parts of your audit report. 

The .major points now in issue revolve around the pricing provisions of the 
contract as set forth in paragraphs 6 to11. These points break down into several 
parts, each of which is related to each of the others. 

These major points are as follows: 

(a) Does the contract contemplate or permit use of direct appraisals to fix 
the contract stumpage rates; or does the contract require close adherence to the 
stumpage-to-log price ratio formula set forth in the contract? 

(b) Has interest on advance payments made by the purchaser been charged 
to, the Indian allotment owners? 

(c) In making contract-price determinations, is it proper to consider and give 
effect to grade percentages of the logs actually produced from the contract area 
or must the grade percentages established by paragraph 7 be adhered to for all 
purposes of the contract, regardless of actual log production? . 


USE OF DIRECT APPRAISALS IS IMPROPER 


Had it been the mutual intention of the contracting parties that the contract 
stumpage rates be revised from time to time by direct appraisal of the timber, 
the contract would have said so in so many words. Such a provision is not 
uncommon in timber-cutting contracts made by Federal Government agencies. 
For example, the following language is frequently employed in Forest Service 
timber-sale agreements : 

“The Regional Forester shall before 19____, and before 

, 19____, reappraise the entire tract of timber included within the 
sale and establish the rates to be paid for each species during the ensuing period. 
Reappraisals shall be made according to the standard reappraisal methods in 
use in the Forest Service, which include consideration of the quality of the 
timber and analysis of operating costs and lumber or other product prices in the 
region in which similar operating and market conditions prevail, during such 
period prior to the reappraisal as is sufficient in the judgment of the Regional. 
Forester to form a reasonable basis for the determination of stumpage values. 
Reappraisals will also include consideration of comparable stumpage prices in 
the region and of market conditions and trends in the industry. 


93277—57 ‘ 
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“In no event, however, shall the stumpage rates as established on any  re- 
appraisal date be less than the rates set forth in the advertisement for this sale, 
and in no event shall rates established by reappraisal which are lower than those 
bid become effective for a particular species until the quantity of that species 
scaled and paid for equals or exceeds the following amounts: Douglas-fir, 
dtanntitaieiis board-feet ; western redcedar, ___.____ board-feet ; Sitka spruce, ------_ 
board-feet ; Pacific silver fir, western hemlock, and other species, _...--~- board- 
feet.” 

We believe provisions to like effect have been employed by the BIA in con- 
tracts covering Indian timber. 

The Crane Creek contract is notably lacking in any reference, direct or indirect, 
to rate revisions based upon direct appraisals. No mention of direct appraisal 
is made even in the establishment of the initial contract rates, although the 
initial rates probably were computed by that method. 

It is an established fact that contract stumpage rates payable under a long- 
term contract covering approximately 1 billion board-feet of timber, with many 
limitations and burdens imposed on the purchaser, are not the same as the © 
appraised value or fair market value of relatively small stands of timber which 
can be logged and realized upon in a fairly short time. (See statement of L. J. 
Forrest filed April 12, 1957 with Senate Subcommittee on Indian Affairs for 
discussion of factors affecting prices of small retail timber sales and’ large 
wholesale timber sales.) No one has controverted that fact and no one could 
truthfully testify to the contrary. 

Since direct appraisal methods are commonly employed to determine ap- 
praised values or fair market values of timber without regard to many of the 
factors which influence stumpage rates under long-term contracts, it necessarily 
follows that direct appraisals should not, and with fairness, and with equity 
cannot, be read into the Crane Creek contract. Also important to this point is 
the intent of each party to the contract, especially as such intent is influenced 
by the wording of the contract, Rayonier can not speak for the Indian Service 
officials as to what factors influenced them to compose the language appearing 
in the contract prepared and published by the BIA as the instrument under 
which the Crane Creek unit was offered for sale. However, as appears in the 
record (see L. J. Forrest's statement filed April 12, 1957, and Mr. Forrest's 
statements in the record of the Subcommittee on the Legislative Oversight 
Function, pp. 1695-1729) there were many factors, unrelated to direct ap- 
praisal methods, which influenced Rayonier’s thinking before it signed. this 
contract. <A fair reading of the contract language will disclose nothing to 
suggest to the purchaser that contract stumpage rates are to be adjusted by 
application of direct appraisal methods. On the contrary, one must fairly 
conclude from the contract language that the basis for computing stumpage 
rates will be changed only in event of changes in conditions and circumstances 
so abnormal that they could not then reasonably be foreseen or expected. Like 
all markets, both commodity and stock, the log market has its ups and downs, 
and it is both normal and expectable that both rises and declines in log market 
prices may be both gradual and sharp and that some species fluctuate more 
frequently and to greater degree than others. (In this connection, it is also 
beyond controversy that the cedar log market prices have greater swings both 
upward and downward than the prices of other species and that over 40 per- 
cent of the Crane Creek timber is cedar.) It is for this reason that the ratios 
of stumpage-to-log prices were intended to remain constant, thus giving both 
seller and purchaser the benefit of normal and expectable fluctuations in market 
prices. 

Unless the contract is read and construed in the manner above stated, the 
wording and design of the contract become practically meaningless. It is a 
cardinal rule in the construction of contracts that every effort be made to give 
the wording of the contract fair and effective meaning. 

Under these circumstances, we think the Audit Report is in error in laying 
such stress on “market value” of other timber in the area, and in its failure to 
distinguish between proper contract stumpage rates on the one hand and selling 
prices of small stands on the other. 


THE INDIANS HAVE NOT BEEN CHARGED INTEREST ON ADVANCE PAYMENTS 


Unilateral action by 1 of 2 parties to a contract which is in derogation of the 
contract or of the rights of the other party to the contract is not valid or bind- 
ing. Neither can one party to a contract, acting unilaterally and without the 
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knowledge and consent of the other party, effectively construe or characterize 
action under the contract contrary to the terms of the contract. 

The manner in which the interest factor arose is fully explained in the 
statements of L. J. Forrest filed with the subeommittee on April 12, 1957. 

If direct appraisals are not controlling of the contract stumpage rates, then 
it is clear that the inclusion by the Indian Service of an allowance for interest 
in its direct appraisal computations is meaningless and ineffectual, and must 
be described only as an unfortunate use of words. 

Any study under the Crane Creek contract which relates to contract stump- 
age rates must properly be limited to the determination of a fair contract rate 
to be paid under the terms of the contract. Whether a proposed change in 
stumpage-to-log price ratios is fair and proper is something for both parties to 
judge and act on accordingly. The processes, whether mental or arithmetical, 
by which the BIA arrived at the new ratios in the 1955 adjustment were un- 
known to Rayonier. All that Rayonier knew was the announced new ratios. 
Rayonier’s decision at that time to carry its protest no further was based on 
Rayonier’s own judgment and was without knowledge of the manner in which the 
BIA computed and determined the new ratios. 

Rayonier’s interest expense on advance payments is a proper item of cost 
to it and properly influenced the contract stumpage rates to which Rayonier 
was willing to commit itself and at which the BIA was willing to offer the con- 
tract. Also, it is accepted practice that the purchaser’s interest expense be 
taken into account in the profit and risk factor employed in the conversion 
return method of appraisal. Therefore, until such time as such interest expense 
no longer exists, it would appear that, if properly applied, it is immaterial if 
the profit and risk factor itself be broken down into components, including 
interest, rather than lumped in one figure, in making direct appraisals by that 
method. 

GRADE PERCENTAGES OF LOGS IS FIXED BY CONTRACT 


In its studies concerning price revisions, ‘the Bureau of Indian Affairs has 
made an analysis of the log output from the Crane Creek unit to determine the 
percentage of the various grades of logs of each species. It has then projected 
weighted log market prices on the basis of these grade percentages. 

In the November 1956 audit report, pages 21 et sequa, the GAO has also pro- 
jected figures on that basis. - , 

That type of study has no proper place in the consideration of revisions of 
the pricing formula under the Crane Creek contract. As pointed out in the 
statements of L. J. Forrest filed with the subcommittee on April 12, 1957, and 
in the protest dated March 15, 1957, made by Rayonier to the recently proposed 
. increase in stumpage-to-log price ratios, a copy of. which protest was filed with 
the subcommittee on April 12, 1957, the Crane Creek contract established grade 
percentages for each species which are to be applied to all logs produced from 
the Crane Creek unit for all purposes of the contract. Grade percentages are 
pertinent only to the subject of contract stumpage rates. Before and at the 
time of making the contract, all parties concerned knew that there would be 
material differences in quality of timber on one allotment within the unit as 
compared to quality of timber on other allotments within the unit; that some 
of the allotments would yield a greater percentage of high-grade logs than the 
percentage fixed by the contract, and that other allotments would yield a lower 
percentage of high-grade logs than that fixed by the contract. That is a feature 
which, as a matter of policy, the BIA insisted upon in an effort to equalize the 
benelits flowing to the many Indian allotment owners. In other words, the 
Indian with a poor-quality stand of timber is to receive the same unit price for 
each species as the owner of a high-quality stand receives for the same species. 

The contract permits no departure from the arbitrarily fixed grade percent- 
ages. Since neither party can change these fixed percentages, it follows that 
neither party can, with propriety, use any other percentages in considering 
revisions in the ratios of stumpage-to-log prices. It is not proper to do indi- 
rectly that which cannot be done directly. 

The use of grade percentages other than those established by the contract 
is also improper because, realistically, it would reduce the purchaser’s profit 
on logs when the purchaser is Operating in high-quality stands, but would not 
xive corresponding relief to purchaser when it is operating in low-quality stands. 
Theoretically, it might be argued that if contract rates are increased as to 
high-quality stands they will be decreased for poor-quality stands. It can 
sufely be said that no such decrease would ever be accomplished. If an ad- 
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justment in price were now made because Rayonier is temporarily cutting high- 
quality timber, and if a corresponding decrease were made when Rayonier 
is cutting low-quality timber, it would mean that the Indian owner of the- 
low-quality timber would receive little or nothing for his timber. That is pre- 
cisely the situation which the BIA, as a matter of policy, wished to avoid. 
Furthermore, Rayonier knows, and at the time of entering into the contract 
knew, that it will suffer a loss on much of the timber within the unit, and it 
would not have committed itself to take such loss if the contract were not 
absolute in its provisions that prices to be paid for high-quality timber are to 
be computed on the grade percentages fixed by the contract. 


ERRONEOUS GAO CONCLUSIONS ON COMPARABLE TIMBER SALES 


On page 26 of the audit report, the Comptroller General comments that the: 
subcommittees ‘make the observation that existing prices on the Quinault Indian’ 
Reservation are substantially below prices paid for comparable Federal timber 
in the same area.” The report then states that GAO has reviewed prices obtained 
by the Forest Service on 15 sales contracts in the adjacent area and that a com- 
parison of the prices for each species obtained in those contracts with those 
obtained for the same species in the Crane Creek contract tends to substantiate 
the subcommittee’s observation. The audit report does not identify the other 
sales contracts which it reviewed, but from our knowledge of the industry in that 
area, we seriously question that the timber subject to those 15 contracts and 
the contracts themselves were reasonably comparable to the timber within the 
Crane Creek unit (treated as a whole) or to the Crane Creek contract. Lacking 
such comparability, we deem it erroneous to criticize the contract rates payable. 
under the Crane Creek contract on the basis assigned. The audit report states 
that “Admittedly, the determination of comparability of timber is a complicated 
matter.” It does not select sales of reasonably comparable timber, and it fails 
to assign due weight to the size of stand or the contract restrictions and burdens 
which should properly be taken into account in discussing contract stumpage 
rates applicable to Crane Creek timber. The audit report leaves an erroneous 
impression that it has made a fair and complete study of the subject and implies. 
that the contract is being improperly administered. If, as we think it must, the 
GAO finds that some of the Crane Creek timber might have been sold piecemeal 
for higher prices than the rates called for by the contract, then, in fairness to all 
parties concerned, it should state that there is a justifiable difference between 
such prices and the Crane Creek rates and that the difference is a normal and 
expectable consequence of the plan and type of contract under which the Crane 
Creek timber was sold. 

We respectfully request your consideration of these views and comments in . 
connection with your current study of matters involving the Crane Creek con- 
‘tract. We sincerely feel that the audit report of November 1956 can and properly 
should be reviewed by you in the light of this letter, and that good purpose 
would be served by the issuance of a supplemental or amendatory report. We 
would appreciate receiving several copies of all further reports or opinions. . 
issued by you on this subject. 

If you desire further information or opinion from us, please call upon us. 

Respectfully yours, 


HoiMAN, MICKELWAIT, MARION, BLACK & PERKINS, 
By L. F. Marton, 
. Attorneys for Rayonier, Inc. 


Office address : 1006 Hoge Building, Seattle, Wash. 


DEPARTMENT OF THE INTERIOR, 
OFFCE OF THE SECRETARY, 
Washington, D. C., May 24, 1957. 
Hon. JoserH CAMPBELL, : 
Comptroller General of the United States, 
Washington, D. C. 

Dear Mr. CAMPBELL: In your letter of April 5, 1957 (your file B—118601), you 
noted that allowance for interest has been permitted under two contracts for 
the sale of Indian timber notwithstanding that these contracts contain no pro- 
vision for such allowances, 
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You said, however, that before reaching a final conclusion you will consider 
:any statements or comments we may desire to submit to support the legality of 
the action taken. 

Our review of the case is taking more time than originally anticipated, because 
we wish to have both the legal and administrative aspects of it scrutinized most. 
earefully. We regret the unavoidable delay, and assure you that our reply will 
be submitted as promptly as feasible. 

A copy of this letter is being sent to the chairman of the Senate Committee on 

_Interior and Insular Affairs. 
Sincerely yours, 
D. Oris BEASLEY, 
Administrative Assistant Secretary of the Interior. 


Copies to Senator James BH. Murray, Senator Richard L. Neuberger. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 27, 1957. 
Hon. Ricuarp L, NEUBERGER, 
United States Senate, 
Washington, D.C. 

DearR SENATOR NEUBERGER: On June 14, we informed you that the period for 
-consideration of stumpage ratio adjustments in two Quinault Indian Reserva- 
tion contracts had been extended to June 15. 

For your further information, there are enclosed copies of notices sent on 
June 14 to each of the purchasers and to the chairman of the Quinault Tribal 
Council making effective, retroactive to April 1, 1957, the ratios set forth in a 
previous notice of May 13. 

There is also enclosed a request for reconsideration from each of the two lum- 
ber companies and our replies. ; 

Sincerely yours, 
HATFIELD CHILSON, 
Under Secretary of the Interior. 
Enclosures: Hight. 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF INDIAN AFFAIRS, . 
June 14, 1957. 
‘To: Chairman, Quinault Tribal Council. 
‘Through: Superintendent Clarence W. Ringey, Western Washington Indian 
Agency, Bureau of Indian Affairs, Everett, Wash. 


Subsequent to our notification of May 13, 1957, which made certain stumpage 
to log price ratios effective April 1, 1957, in accordance with agreement for 
retroactive action on the Crane Creek logging unit, Rayonier, Inc., requested an 
‘extension of time to June 15 for further consultation. The Under Secretary’s 
telegram of May 28 to the purchaser agreed to an extension of time to the close 
of business on June 15, The requested consultation was held in Portland, Oreg., 
on June 10. The results of the consultation were considered and no additional 
factors concerning conditions prior to April 1, 1957, were presented which in 
our opinion warranted changes in the previously communicated stumpage to 
log price ratios. The ratios set forth in the Acting Secretary’s teletype of 
May 13, 1957, pursuant to terms of the contract, are hereby made effective re- . 
troactive to April 1, 1957. Changes in conditions subsequent to April 1, 1957, 
should be considered in connection with any adjustments that may be contem- 
plated in subsequent calendar years. 

; HATFIELD CHILSON, 
Under Secretary of the Interior. 
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DEPARTMENT OF THE INTERIOR, 
INDIAN AFFATRS, 
June 14, 1957. 
To: Chairman, Quinault Tribal Council. 
_ Through: Superintendent Clarence W. Ringey, Western Washington Indian 

Agency, Bureau of Indian Affairs. 

Subsequent to our notification of May 13, 1957, which made certain stumpage: 
to log price ratios effective April 1, 1957, in accordance with agreement for re- 
troactive action on the Taholah logging unit the Aloha Lumber Corp. requested 
an extension of time to June 15 for further consultation. ‘The Under Secretary's 
telegram of May 28 agreed to an extension of time to the close of business on 
June 15. The requested consultation was held in Portland, Oreg., on June 10 
The results of the consultation have been considered and no additional factors 
eoncerning conditions prior to April 1, 1957, have been presented which in our 
opinion warrant changes in the previously communicated stumpage to log price 
ratios. The ratios set forth in the Acting Secretary’s telegram of May 13, 1957, 
pursuant to terms of contract, are hereby made effective retroactive to April 1. 
1957. Changes in conditions subsequent to April 1, 1957 should be considered 
in eonnection with any adjustments that may be contemplated in subsequent 
calendar years. 

HATFIELD CrTILsoNn, 
Under Secretary of the Interior. 


JUNE 14, 1957. 
To: Aloha Lumber Corp., Aloha, Wash. 

Subsequent to our notification of May 13, 1957, which made certain stumpage 
to log price ratios effective April 1, 1957, in accordance with agreement for retro- 
active action on the Taholah logging unit you requested an extension of time to 
June 15 for further consultation. Under Secretary’s wire of May 28, 1957, agreed 
to the extension of time to the close of business on June 15. The requested con- 
sultation was held in Portland, Oreg., on June 10: The results of the consulta- 
tion have been considered and no additional factors concerning conditions prior 
to April 1, 1957, have been presented which in our opinion warrant changes in 
the previously communicated stumpage to log price ratios. The ratios set forth 
in the Acting Secretary’s telegram of May 13, 1957, pursuant to terms of contract, 
are hereby made effective retroactive to April 1, 1957. Changes in conditions 
subsequent to April 1, 1957, should be considered in connection with any adjust- 
ments that may be contemplated in subsequent calendar years. 

’ HATFIELD CHILSON, 
Under Secretary of the Interior. 


JUNE 14, 1957. 
To: Rayonier, Inc., Hoquiam, Wash. 

Subsequent to our notification of May 13, 1957, which made certain stumpage 
to log price ratios effective April 1, 1957, in accordance with agreement for retro- 
active action on the Crane Creek logging unit you requested an extension of time 
to June 15 for further consideration. Under Secretary’s wire of May 28, 1957, 
agreed to the etxension of time to the close of business on June 15. The requested 
consultation was held in Portland, Oreg., June 10. The results of the consulta- 
tion have been considered and no additional factors concerning conditions prior 
to April 1, 1957, have been presented which in our opinion warrant changes in 
the previously communicated stumpage to log price ratios. The ratios set forth 
in the Acting Secretary’s telegram of May.13, 1957, pursuant to terms of the con- 
tract, are hereby made effective retroactive to April 1, 1957. Changes in condi- 
tions subsequent to April 1, 1957, should be considered in connection with any 
adjustments that may be contemplated in subsequent calendar years. 

HATFIELD CHILSON, 
Under Secretary of the Interior. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 27, 1957. 
L. J. Forrest, 
Assistant Manager, Northwest Timber Division, 
Rayonier, Inc., Seattle, Wash. 

Reurtel June 18 the reasons for objecting to stumpage ratio increases that were 
advanced by Rayonier, Inc., in letter of March 15, 1957, in telegram of May 14, 
1957, and at various consultations were carefully considered before the new 
ratios were made effective April 1, 1957, pursuant to Under Secretary’s notice 
of June 14. We do not believe any useful purpose would be served by the con- 
sultation you have requested. Since the new ratios have actually been made effee- 
tive we are not authorized to comply with your request to withhold disbursement 
to Indians of any part of the stumpage price pending your decision on possible 
actions to be taken. 

HATFIELD CHILSON, 
Under Secretary of the Interior. 
Copy to: Senator Neuberger. 


SEATTLE; WasH., June 18, 1957. 
Re contract No. I-101-IND-1902, Crane Creek unit. 


Hon. HATFIELD CHILSON, 
Under Secretary of the Interior, 
New Interior Building, Washington, D. C.: : 

Quinault Indian Reservation. Rayonier, Inc., acknowledges receipt on June 14 
of your telegram of same date advising that the ratios set forth in the Acting. 
Secretary’s telegram to us of May 13, 1957, are made effective retroactive to 
April 1, 1957. Rayonier, Inc., protests and objects to that action on ground stated 
in our protest letter of March 15, 1957, and in our telegram to you of May 14, 
1957. We also protest procedures followed by the Secretary of the Interior and 
his subordinates in holding so-called consulations. The only consultations af- 
forded to us have been with the same individuals whose calculations and 
judgment and recommendations have been challenged by us and presumably upon 
whose advice you have acted. These circumstances lead us to believe that you 
and the Secretary of the Interior are not personally or adequately informed about 
the facts and issues involved and therefore have not qualified yourselves to act 
advisedly, impartially and objectively in making the decisions evidenced by your 
notices relative to the ratio increases in question. We therefore ask for personal 
consultation with you, at which time we be given adequate time to be satisfied 
that you personally understand the facts and issues so that you can arrive at 
your decision based upon your own judgment. Please advise whether, when, 
and where we may consult with you for the aforesaid purpose. Pending such 
consultation with you and pending decision by us whether to institute suit to 
litigate the propriety of the ratio increases in question, we request that you 
withhold disbursements to Indians of so much of the stumpage prices as are now 
in question, because we believe that if the amounts in dispute are disbursed the 
indians receiving the same may not be responsive to judgment which we might 
obtain to recover the excessive payments and Rayonier may be left without 
adequate remedy and will be irreparably damaged. As further evidence of the 
seriousness of this situation, we are presently considering shutting down our 
operations on Crane Creek unit because the log market and log market prices 
are such that we could only operate at a loss under the stumpage rates effective 
prior to April 1 and at even greater loss under the new increased ratios fixed 
by you to be effective April 1, 1957. We are today mailing copies of this tele- 
gram to C. W. Ringey at Everett and Perry Skarra at Portland, 


RAYONIER, INC., 
By  L..J. Forrest, 
Assistant Managcr, Northwest Timber Division. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 27, 1957. 


To: Aloha Lumber Corp., c/o Paul. K. Smith, 5558 Stuart Building, Seattle, 

Wash. 

Reurtel June 20 the reasons for objecting to stumpage ratio increases that 
were advanced by Aloha Lumber Corp, in its various letters and at consultations 
were carefully considered before the new ratios were made effective April 1, 
1957, pursuant to under Secretary’s notice of June 14, We do not believe any 
useful purpose would be served by the consultation you have requested. Since 
the new ratios have actually been made effective we are not authorized to comply 
with your request to withhold disbursement to Indians or any part of the 
stumpage price pending your decision on possible action to be taken. 

(signed) HarTrierb, CHILSON, 
Under Secretary of the Interior. 

Copy to: Hon. Richard L, Neuberger, Chairman, Indian Affairs Subcommittee, 
Committee on Interior and Insulaar Affairs, United States Senate, Washington, 
D. C. 

Seattle Wash., June 21, 1957. 
' HATFIELD CHILSON, 
Under Secr etary of the Interior, 
Washington, D. C. 

Aloha Lumber Corp. protests the action taken by you in increasing ratios 
under our timber contract covering the Taholah logging unit said increases being . 
made retroactive to April 1, 1957, all as set forth in your telegram of June 14, 
1957. Our reasons for protest were outlined in our various letters concerning 
the matter and in our two consultations had in Portland with representatives 
of your office. Any increased payments made or hereafter to be made by us, 
and any charges against any advance payments made as a result of your in- 
¢<rease in ratios are made under protest and increased payments by us are made 
only becuse we otherwise might risk cancellation and forfeiture of our contract 
deposits and rights. In your original notification telegram of February 27, 1957, 
ii was stated that you found changes in the character of operations and mar- 
keting conditions had altered the situation as to justify changes in existing ratios. 
There was and is no justification for such a finding or for an increase.in the 
ratios. In fact, neither the character of the operation nor changes in marketing 
conditions have altered the situation to such an extent that a change in the 
existing ratios is justified under section 10 of our contract or otherwise. 

As we have heretofore pointed out our company has had but a very limited 
return from its contract operations from the inception of the contract and since 
October 31, 1956, has operated at a deficit under the ratios then in effect. The 
situation of the industry during the entire first quarter of 1957 was clearly such 
as to indicate further substantial operating losses as well as to indicate reduced 
stumpage prices generally. In spite of these facts the increased ratios were put 
into effect which necessarily will result in a further aggravation of the situation. 
At the last Portland consultation we believe we effectively demonstrated that 
our logging costs were in line with or better than the industry averages, and 
= the character of the operation had not altered nor had marketing conditions 

nged. 

We cannot believe that you would knowingly be a party to a clearly unjustified, 
arbitrary action resulting in a confiseatory end result. The increases are in- 
explicable to us and completely in violation of equitable principles and in direct 
conflict with the letter as well as the spirit of the contract provisions. Under all 
the circumstances, we respectfully request the opportunity of a consultation 
either with you or some other representative of your office who-will be able to 
consider and weigh the matter on a review basis. 

Pending a review of this matter by you, and pending reasonable time for 
determination by us as to what we can do legally to protect and save our prop- 
erty rights and business, we respectfully request that you withhold disbursing 
to the Indians concerned such portion of the advance payments and periodic 
payments which we have been and will be required to make, as may represent 
the increased stumpage resulting from the increased ratios. If these funds are 
disbursed to the respective Indians concerned, from a practical point of view our 
company might lose whatever right it had to the return of amounts justifiably 
belonging to this company. 

ALOHA LUMBER Corr., 
Pau K, SMrrH. 
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STATEMENT BY JAMES P. RoGEeRS ON THE NoveMBER 1956 AupITt ReporT BY THE 
COMPTROLLER GENERAL OF THE UNITED STATES ON THE ADMINISTRATION OF 
Forest MANAGEMENT ACTIVITIES BY BUREAU OF INDIAN AFFAIRS, PORTLAND, 
OrkEG., AREA OFFICE 


My name is James P. Rogers; my address, 1410 Yeon Building, Portland 4, 
Oreg.; my occupation, attorney at law. I am a partner in the law firm of Hart, 
Spencer, McCulloch, Rockwood & Davies, at the above address. 

These comments are thus submitted because the swift conclusion of the sub- 
committee hearings leaves no time for oral presentation. They are not, more- 
over, submitted as the views of any particular client, but, rather, my own. Our 
ofiice has a good many clients purchasers of timber managed by the Bureau of 
Indian Affairs ; familiarity with the subject is bound to ensue. It is on the basis 
of this experience on behalf of several such clients, large and small, plus a very 
real regard for the basic functions of the Congress and its agency, the General 
Accounting Office, that I presume to speak here. 

The so-called Chudoff committee hearings of November-December 1955, here- 
after called the Joint Timber Committee, were welcomed by a large proportion 
of the timber-using industry in the Pacific Northwest, where they were principally 
held. Most of us, in fact, considered such hearings long overdue. The stresses 
and strains of the war and postwar years and the transition of our Federal 
forest management from custodial to merchandising, when combined with the 
heavy dependence of our economy on timber, called urgently for a reexamination 
by the Congress of virtually every aspect of Federal forest policy which had been 
set in quieter and less crucial times. 

The final results of those hearings are naturally, still in the formative stage, 
and might await the action of several Congresses. But some of their aspects, 
now beginning to emerge, appear decidedly disquieting. Thus far, they appear 
on the horizon no more than a cloud the size of a man’s hand. But a decent regard 
for the Congress, for the Comptroller General’s Office, and for the economy of 
this region, all prompt us to speak out early, before these trends are too far 
advanced. 

The basis of this concern is an evident conjunction of action between the 
Joint Timber Committee and the Comptroller General’s Office to recommend 
policies which seem to be contrary to the long-range economy of this timber- 
dependent region and its people, especially its Indians. To many of us, these 
policy recommendations seem penny wise, pound foolish, which, if left alone and 
unchallenged, would later prove their fallacies but which, unfortunately, would 
likely create havoc in the process. We ought not, we think, to silently abide the 
day when we shall, as Churchill put it, be “confronted alike with * * * virtuous 
impulses and neglectful arrangements.” 

The disquiet many of us out here feel cuts across the timber-management re- 
ports of the Forest Service, the Bureau of Land Management, and the Bureau 
of Indian Affairs. Nor are we unaware of the implications, in the preceding 
paragraph, of the joinder of the Joint Timber Committee staffs and the Comptrol- 
ler General in policy recommendations to the Congress. 

These comments will be limited, necessarily, to the Bureau of Indian Affairs 
and our reaction to the policies now being pressed upon it. In a separate docu- 
ment, in Jetter form, we intend to comment to the Comptroller General along 
these same lines, but not limited to this narrow an issue. A copy of this state- 
ment will, however, be submitted to the Comptroller General. 

Our concern, as related to this subject, is twofold. First, we are concerned 
that the Comptroller General’s Office is indulging in investigating and recom 
mending to ‘the Congress forest, not fiscal, policy. Secondly, we are concernet 
that the Forest-policy recommendations of both the Joint Timber Committee 
and the Comptroller General’s Office are inadequately considered and based ou 
questionable premises which may in the long run be hurtful to all the parties 
concerned. We will consider these in order. 

I. Obviously, comments on the Comptroller General’s apparent invasion into 
the field of programs and policies is, and will be, better addressed to his Office 
than to this subcommittee or to the Joint Timber Committee. We are mindful, 
however, that the Comptroller General serves the Congress as its only agency 
for checking the expenditures of congressional appropriations, a task equal 
in magnitude and importance. So long as this is the sole function of his Office, 
it serves the Congress and the people, and the Comptroller General’s Office wil! 
be jealously guarded by the Congress which created it. To the extent the 
Comptroller General dilutes this function with forestry program and policy 
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investigations and recommendations, he weakens his usefulness. The Congress, 
therefore, may not consider unfavorably the raising of some questions, by these 
comments, whether that singleness of function has been observed in this twilight 
gone of Federal timber management. The difficulty stemming from the recent 
Comptroller General’s reports, on these three agencies, in that the Comptroller 
General’s Office has left the field of fiscal management for that of forest manage- 
ment, and, in turn, has sought to turn forest managers into fiscal managers. 

We do not suggest, incidentally, that the reports and recommendations of the 
Joint Timber Committee to the Congress should not contain matters of policy, 
right or wrong. That joint committee is wholly of the Congress, and, as such, 
is inherently policymaking in character. Our point here is that such is not the 
function of the Office of the Comptroller General. Where and to the extent that 
his reports and recommendations parallel these, they must of necessity pull the 
Joint Timber Committee reports and recommendations up to the level of non- 
policymaking, factual, fiscal reports and recommendations, which is not the case, 
or they must pull the Comptroller General’s reports and recommendations down 
to the level of program and policymaking functions, which certainly ought not 
to be the case. 

The cavalier treatment of contracts between the Bureau of Indian Affairs and 
timber-using companies throughout the November 1956 Audit Report of the 
Comptroller General on the BIA Portland Area Office has probably already been 
the subject of tart comment to the subcommittee and the Comptroller General. 
If not, it ought to have been. While such contracts are for the benefit of a third 
party (the Indian tribes or the Indian allottees, or both), they are nonethe- 
less contracts, which involve mutual obligations as well as benefits. Yet the report 
here considered,:no less than the Joint Timber Committee hearings and recom- 
mendations, seems to treat such instruments as a one-way street. The theory 
of both seems to be that all the advantage ought to be with the Indian, be it tribe 
or allottee, and all the burden ought to be on the contractual processor of Indian 
timber. But, since the Bureau of Indian Affairs appears, both from the evidence 
adduced before the Joint Timber Committee and in the audit report, to have 
treated such contracts as equilateral with benefits and obligations on both sides, 
that agency has come in for some brutal criticism. While this course may not 
be unexpected from a committee of the Congress for a variety of reasons, it 
comes as somewhat of a shock from the Comptroller General, charged with check- 
ing the expenditures of appropriations and esc hewing: the function of passing 
on policies and programs. 

At pages 41-42 of the audit report these comments are fourid: 


“POREST CLEANUP 


“Snag-felling provisions of timber sale contracts not enforced 


“The Colville agency has not required timber purchasers to fell snags (dead 
trees). Snag felling is required by every timber sale contract unless a waiver 
in writing is issued by the agency superintendent. Waivers have not been issued 
nor have the contract requirements concerning snag felling been enforced. The 
importance of felling snags stems from the fact that they are particularly sus- 
ceptible to fire, and it is the common practice to require that they be felled in the 
interest. of fire prevention and sound forest management. This would seem to 
be particularly important at the Colville agency because it is in a high fire 
hazard locality. 

“On October 4, 1956, subsequent to our visit at the Colville agency, the acting 
superintendent wrote the area director requesting advice on what the snag-felling 
practice should be. The area director replied that, unless tribal authorities or 
allottees requested that snags be left for firewood, the felling provisions of the 
contracts should be enforced. On October 25, 1956, the superintendent wrote the 
area director that, by Resolution No. 1956-238, the tribe asked that purchasers 
holding active timber sale contracts on the Colville Reservation be relieved of 
snag-felling requirements on tribal lands. We were advised on October 31, 1956, 
that the area office is studying the matter. 

“In his letter of October 4, 1956, the acting superintendent stated that: 
“Whereas some of the snags are used for wood, many areas are completely un- 
‘touched.’ Thus it seems that the Indians are not using many of the dead trees 
that are left for their use as firewood. 


“Recommendation 


“To provide compliance with timber sale contract ‘provisions relative to felling 
Snags and to reduce the risk of fire by reducing the snag-stands at the Colville 
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Reservation, we recommend that, the Commissioner, BIA, require the Portland 
area director to asecrtain the volume of snags that the Indians will actually 
need for firewood and ‘to enforce snag-felling requirements of timber sale con- 
tracts for volumes of snags in excess of the needs of the Indians.” [Italics sup- 
plied.] 

The foregoing illustrates at least four points relevant here. 

First, whether the Colville agency timber area is “a high fire hazard locality” 
or not is a forestry matter. The general opinion among experienced foresters is 
that it is not, definitely. In the dense-timbered Douglas fir area snags are 
known as “Roman candles”; generally in the pine area, with much sparser growth 
and less fire incidence from natural causes, they are not considered overly danger- 
ous. And in either region, some areas are less hazardous than others. Even in 
Inland Empire pine areas the Colville is considered by most foresters as relatively 
low in fire risk. That the statement emphasized in the first paragraph above 
‘quoted is made at all suggests doubts as to the authority of any report making it; 
that it is made in the name of Comptroller General is astonishing. 

Second, the implication is clear that the snag-falling problem in Colville timber 
contracts was raised only after the Comptroller General’s representative visited 
the agency, in the summer or fall of 1956. Where credit is due it ought not be 
denied, of course, but it is hardly due here. The fact is that as early as, or 
earlier than, 1930 the Bureau’s contractual snag-falling requirements and the 
desire of the Colville Indians for reserving snags for firewood, conflicted. As 
early as July 10, 1942, the Colville Business Council by resolution stated the 
desire of the Colvilles that all dry snags and windfalls on the tribal lands should 
be reserved free to tribal members for personal or commercial use. And as 
late as October 12, 1956, the same business council by resolution requested that 
all purchasers holding active timber-sale contracts be relieved of snag-felling 
requirements. Not only did the Comptroller General’s representative fail either 
to initiate or settle the problem of snags and what should be done with them on 
the Colville Reservation, but both the forestry and Indian welfare features of 
the issue appeared to be disregarded or inaccurately stated. 

Third, the fact is that while, perhaps, the Colville Indians did not use all 
the snags left for them, they apparently desired to have them all left so they 
could have as much of such wood as they needed. This timber, it ought to be 
remembered, is theirs. The criticism is, apparently, that sometimes the Bureau 
of Indian Affairs heeds the Indians desires too-much, and on the other hand 
it sometimes heeds them too little. The head that wears this crown must indeed 
be uneasy. 

Fourth, the recommendation that “* * * the Portland. area director * * * 
ascertain the volume of snags the Indians will actually need for firewood * * *” is 
one that imposes on him the omniscience of the Deity, at least. How cold will 
next winter, in eastern Washington, be? Or each winter thereafter? How many 
Indians will need firewood for. warmth? How many will wish to go into the wood 
business? 

To quote this portion of the report alone should prove how far afield into 
policy, captiousness, and unfairness the report has gone, and how unbecoming 
are such “recommendations” in the Comptroller General’s name. 

We can only observe, in conclusion of this point and in sorrow but not in anger, 
that the audit report here discussed discloses that the Comptroller General’s 
Office seems to have lent itself to the function of supporting the Joint Timber 
Committee programs and policies requiring both to be critical of the Bureau of 
Indian Affairs whatever it has done. Certainly the BIA is not perfection; like 
the rest of us it makes mistakes. And those who deal with it, Indians and 
timber contractors alike, reserve the right to have a grand battle with it on 
occasion. But, unlike the 1956 audit report and the Joint Timber Committee 
report and recommendations, they are few and far between who condemn that 
agency whatever it does. Virtually to a man the Portland area office, and the 
field offices under it, comprise devoted public (and Indian) servants doing their 
best job amidst the buffets of every purchase that can be brought to bear on 
them. It is strange, and unfortunate indeed for all involved, that the Comp- 
troller General’s Office has unwittingly invaded fields foreign to its statutory 
functions, in order to increase those pressures. 

II. The secorid point of these comments is more general and, therefore, shorter. 

The obvious end of the joint timber committee’s and the Comptroller General’s 
reports and recommendations, in the main so alike as to give the appearance of 
being written by one group of hands, is to urge programs and policies on the 
agencies managing both Federal and Indian timber so as to obtain in all instances 
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the maximum of 1955-56 stumpage prices, whether in original appraisal or con- 
tract price revision. With federally owned timber the validity of this policy is 
questionable, and serious enough for both the Public Treasury and the timber- 
dependent economy of the Pacific Northwest. For Indians and their timber the 
issue thus posed may be vital. For what is dealt with here is the future of In- 
dian timber income. If a contract is deemed by the Congress enforceable only 
against the purchaser of Indian timber, and not against the Indian and the 
Bureau of Indian Affairs, that fact will soon be known. If a few purchases under 
economic compulsion are to be the touchstone of prices, either on appraisals or 
contract price revisions, that. too will be a matter of common knowledge in short 
order. And dealings in Indian timber may for these reasons become scarce in- 
deed, which is hardly a benefit to the Indian timber owners, to say nothing of 
the economy of the region on which so much of the Indian and general welfare 
depends. If this result is wrought in the name of friendship for the Indians, 
these earliest Americans may shortly adopt the sophisticated’ philosophy:: 
“Heaven protect me from my friends; my enemies I can handle by myself.” 

Because timber is Indian-owned it is not, of course, “up for grabs” at distress 
prices. Conversely, it ought not to be subject, to preferential treatment against 
the good-faith contract buyer, nor ought it to be appraised so high as to want 
takers at the sale-time market. If national forest or O and C. timber is appraised 
s0 unrealistically high no one will bid, it may mean displacement of a mill and 
its employees, and a loss to the United States Treasury. If Indian timber is 
similarly treated, it may in addition mean privation and want to the Indian 
owners, tribal or allotment. So Indian timber price-makers, the BIA, must be 
more market-sensitive than other public timber-managing agencies, more con- 
tract-conscious, and more foreseeing, else Indians suffer. 

Some familiarity with the testimony adduced before the joint timber com- 
mittees, both in the West and in Washington, and the subsequent recommenda- 
tions and activities of that combined committee, impels the conclusion that it 
primarily focused on forcing a maximum price for Federal stumpage. Every 
other consideration, apparently, has been subordinated to that, whatever the con- 
sequences resulting and whatever the devices employed. é 

We could fill many pages of this statement with an analysis of the destination 
to which that path leads. The committee’s attention was focused on timber 
affairs during a time when there was an outsized ratio between stumpage prices 
paid and appraised prices, largely because the sale price of manufactured forest 
products was still high and the ratio of installed mill capacity to available timber 
supply was completely out of line. With the dust hardly having settled from the 
committee hearings and their report and recommendation aftermaths, that situa- 
tion has changed. 

Yet it seems obvious that the effect of the joint committee criticisms of the 
timber-managing agencies for low appraisals during the period studied by the 
committee (vis-a-vis frantic bidding prices paid) can have no other effect than 
to force appraisals still further upward in the face of a downward forest-prod- 
ucts, and therefore stumpage, market. Already the number of no-bid sales is 
increasing, and one can safely predict the number of such sales will be greater 
still if the pressures on the timber-selling Federal agencies created by these 
hearings and their consequences are maintained. It is simply impossible, we 
believe, for these agencies in 1957 to appraise timber on the basis of distress 
bidding in 1955 and yet sell the volume of stumpage these forests will support 
and this economy desperately needs. f 

The consequence of these pressures for overpriced appraisals will not only 
be reflected, in our judgment, in fewer sales being made, but the inevitable con- 
sequence will also be that many mills primarily dependent for their raw material 
on purchases of public timber must close their doors. This in turn means not 
only an inerease in unemployment and its consequences, but also that the only 
survivors will, if this trend long continues, be only those companies which have 
a considerable supply of their own and lower-cost timber to average out raw- 
material costs in today’s market. : 

The fact is, of course, that the welfare of mills of modest size is for the most 
part not served by a policy which forces up to unrealistic levels the prices of 
timber on which they must depend. An unfounded complaint has been that the 
smaller mills have been priced out of the timber market by the larger mills 
having low-cost timber of their own; the charge has been that such activity 
has caused the small mill either to pay exorbitantly high stumpage prices or 
close its doors for lack of logs to process. 
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It seems to us that if the pressures for artificially high appraisals, so ap- 
parent in the joint committee hearings, are continued, what was feared from 
competition will become real for lack of it. 

It goes without saying, of course, that a policy which produces artificially 
-high appraisals for 0. and C. timber at the hands of the Bureau of Land Man- 
agement, and national forest timber at the hands of the Forest Service is bad 
enough. But such a policy applied to Indian timber is completely evil. And 
what causes us equally great concern is that the Comptroller General’s office 
has apparently, in the report, unwittingly lent itself to increasing these pres- 
sures which can only bring disaster to the Indian timber owners whose prop- 
-erty is managed in trust, as well as the forest-using industry dependent upon 
it. In advocating such policies we think, as heretofore stated, that the Comp- 
troller General’s office has departed from its statutory function and has lent 
itself to the promulgation of plans and policies which are debatable at best and 
far outside the scope of its duties and responsibilities. 

There are, of course, many comments and recommendation which are in accord 
with the Comptroller General’s real functions. For example, there is no doubt 
-of his right to examine and recommend concerning contro] of logs moving from 
woods to scaling points, and to scaling practices, to see to it that the full price 
is received for the product sold (p. 8). But the report later (page 31) says: 

“Indian timber-sales plans are not periodically correlated with the sales plans 
of adjacent United States national forests.” 

The recommendation on this point is 

“To assure that Indian and Federal timber is offered for sale in an orderly 
and’ timely manner, we recommend that the Secretary of the Interior and the 
Commissioner, BIA, imstruct all forest managers to annually correlate their 
sales plans with the sales plans of the United States Forest Service and Bureau 
of Land Management offices that sell timber to the same markets served by the 
Indian timber.” 

One wonders at the assumed subservience of Indian timber, according to the 
notions expressed in the report, to the sale of Federally owned timber by the 
BIM and the USEFS. The sales of Indian timber are balanced, as we under- 
stand it, according not only to the management of the forest and the needs of 
adjacent communities for timber, but also the needs of the Indian timber owners, 
both tribal or allotment. The Bureau of Indian Affairs agencies under the 
Portland area office have, as we understand it, been careful to gear their sales 
plans to the Indian need of income; some sales have been principally of allot- 
ment, some principally of tribal timber, some about equally of each, and timed 
to the financial needs of the Indians where possible. 

We do not know, except in general terms, what factors dictate the timing and 
amount of O. and C. or National Forest timber sales by the two agencies in- 
volved, but we doubt it has anything to do with the needs of the Indians whose 
timber is adjacent to national forest or O. & C. lands or both. The fact is, of 
course, that this comment and recommendation is not based on any concern 
whatever for the Indians whose timber sales are, after all, the subject of this 
report. At best it might have something to do with the fiscal affairs of the 
Bureau of Indian Affairs and its wards if it prevented “dumping” and thus an 
unreasonable depressing of price, but even that is doubtful when all the circum- 
stances are understood. 

However, we should have thought that, even if this recommendation had some 
part in the report it would have been put the other way around, in consideration 
of the fact that timber is one of the Indians’ primary sources of income in the 
agencies covered by the Portland office of the BIA, and that if sales programs 
and plans were to be correlated where Indian and National Forest or O. and C. 
timber were in the same area, the shoe would have been put on the other foot 
and the Forest Service or the BLM directed to coordinate its sales programs with 
those of the Indians. 

This recommendation warrants some suggestion, therefore, that the report’s 
object was so evidently to find criticism of the BIA, in matters of policy, that it 
hurt the Indians themselves. We have read the report with some care and can - 
completely overlooks the fact that these critical comments are most likely to 
find im it little if any suggestion that it realizes that the primary concern of 
the administration of the Indians’ property is the overall welfare of the Indians, 
not the obtaining of the very last dollar which its timber might bring. One can 
envisage situations, for example, where a tribe or allottees might be better served 
‘by a sale which brought a lower price at a time when they needed the money, 
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than one which brought a very high price when finances were not so stringent 
or when it threatened bankruptcy to a regular purchaser of their timber. 

It is usually unwise to gild lilies, and the foregoing illustration is probably 
sufficient to prove the point here made, although many others are available in 
the report. We cannot but comment, however, on another example of this same 
disregard for the Indian welfare which is primarily involved in the activities 
ofthe BIA. On page 8 the report says in part— 

“Our examination disclosed that less competition and lower prices are received 
on long-term, large-volume sales than are received on relatively short-terr., low- 
volume sales.” The clear implication from the remainder of this numbered 
point and its more elaborate duplicate on pages 30 and 31 is that the BIA must 
cease any long-term timber sales or incur the wrath of the Comptroller General's 
office and of the Congress as well. 

While it does appear that the developmental era in Indian timber sales is for 
the most part over, this is at best a matter of policy with which the Comptroller 
General should not be concerned, that is, whether and to what extent timber sales 
of given sizes are made by the Bureau of Indian Affairs. Moreover, we would 
hesitate to predict that there would be no situation where sales of over 50 million 
feet, or of greater duration than 5 years, would not be to the benefit of the Indian 
timber owners involved in it. Here again is expressed some policy philosophy, 
ill suited to this report, relating to obtaining the maximum number of dollars 
in a timber sale but completely disregarding the real welfare of the timber 
owners and their customers. 

What is said here appears to contain many aspects of criticism of the Comp- 
troller General’s office. If this be so, such appearance is indeed deceptive. 
We are critical only of any action of the Comptroller General which would prej- 
udice the Congress and the Comptroller General’s office which is its servant, 
by invading fields of policy. We think it clear, from our little knowledge of 
the situation, that this Report was not intended by the Comptroller General to 
take the scope it took. Only very recently, and only (so far as we know) in 
connection with the inquiry into Federal agencies managing timber, has this 
course of invasion of policy by the Comptroller General been discerned. It is 
our firm conviction that if this course is not realized and halted, a great deal 
of the usefulness of the Comptroller General’s office may be seriously prejudiced, 
and with it the work of the Congress. It is only for this reason these comments 
are made to this Committee. 

Respectfully submitted. 

JAMES P. RoGERs. 


INFLUENCE OF WOODLAND AND OWNER CHARACTERISTICS ON 
FOREST MANAGEMENT 


A Survey or 505 Cases IN THE TENNESSEE VALLEY 
(Tennessee Valley Authority Division of Forestry Relations, 1956) 
Report No. 217-56 


The following State agencies helped establish the 505 forest management 
demonstration cases included in this survey and analysis. 


Alabama Department of Conservation, Division of Forestry 

Alabama Polytechnic Institute, Agricultural Extension Service 

Georgia Forestry Commission 

University of Georgia, Agricultural Extension Service 

Kentucky Department of Conservation, Division of Forestry 

University of Kentucky, Agricultural Extension Service 

Mississippi Forestry Commission 

Mississippi State College, Agricultural Extension Service 

North Carolina Department of Conservation and Development, Division of 
Forestry 

‘North Carolina State College, Agricultural Extension Service 

Tennessee Department of Conservation, Division of Forestry 

University of Tennessee, Agricultural Extension Service 

Virginia Department of Conservation and Development, Division of Forestry 

Virginia Polytechnic Institute, Agricultural Extension Service 


The survey was a project of the Forest Development Branch, Kenneth J. 
Seigworth, Chief. Project leader was John C. Mitchell. Data analysis and 
preparation of the report was by Earl F. Olson and James H. Barton. 
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The several forest management surveys conducted in the South in recent years. 
have all reached essentially the same conclusion; Quality of forest manage- 
ment is steadily improving on large ownerships; small woodlands show far less 
improvement. Nearly three-fourths of the larger ownerships now get fair to 
good management, while nearly three-fourths of the small ones reflect poor to. 
destructive management. Considering all ownerships and all species, timber 
growth exceeds drain. But large holdings are responsible for this favorable 
situation; drain still exceeds growth on smaller ownerships. 

Improved management of small woodlands depends in part on answers to 
questions like these: What factors contribute to productive management, and 
to what extent? Which situations are conducive to satisfactory management? 
- What approaches—old or new—are most practical and effective in improving 
forest management on small woodlands? 

The Tennessee Valley Authority is interested in how forest owners handle 
their land. The kind of job they do affects: both the economy of the region 
and the protection afforded the Tennessee River watershed. For years, work 
with small woodlands has been an integral part of our forest development pro- 
gram. But we agree with other public agencies and forest industries. We 
still lack adequate answers to the question of how to get small woodlands better 
managed. 

The information presented here should be helpful to those promoting forest 
management in the Tennessee Valley States. Having actively participated in 
the National Farm Woodlot Conference at Chicago in 1953, I hope it may also 
contribute to advances elsewhere. 

RICHARD KILBOURNE, 
Director, Division of Forestry Relations. 


INFLUENCE OF WOODLAND AND OWNER CHARACTERISTICS ON FOREST MANAGEMENT 


Beginning in 1941, TVA helped State agencies and landowners set up 505 
cooperative case demonstrations of forest management—most of them between 
1943 and 1948. They included farm, industrial, investment, institutional, and 
municipal ownerships. Located in all seven valley States, they ranged from 
the flatlands of western valley river bottoms to the steep slopes of the moun- 
tainous headwaters. The smallest measured 3 acres, the largest 118,000 acres. 

TVA foresters and representatives of at least one State agency were acquainted 
with each case and its original owner. Written management plans, some com- 
plete and detailed, others quite simple, were prepared in consultation with the 
owner, who agreed to follow the plan. Each plan included specific management 
guides, and most of them contained cut and leave tables. In each case, a forester 
was satisfied that the owner had enough marketable timber and enough tech- 
nical information to daa good job of management. 

Some of these cases never developed into demonstrations in the true sense; 
but taken as a whole, they offered a unique opportunity to get some valuable 
information and possibly some answers to the small woodland management 
‘question. Records of performance and timber harvests were available or could 
be obtained with little expense. So in the fall of 1955 we set out to examine this 
wide range and variety of actual cases of forestry in action. Our foresters 
visited each demonstration and talked with the owner. 

As you read this report on our findings, please keep in mind— 

1. This was not a sampling job. We took all cases for which we could 
find records. 

2. We recorded and analyzed actual performance over a period beginning 
in the 1940’s and ending in 1955. During this period, the economics of 
forestry changed markedly ; understanding and acceptance of forestry in gen- 
eral advanced considerably. 

Be guided by these limiting factors as you interpret and apply our findings. 
Though not a statistical sample, we believe the cases do present a significant 
picture of private forestry practice in the Tennessee Valley. 

While interesting and helpful, the results of the study give only clues to the 
solution of the small woodland problem. We still can’t outline the ideal regional 
plan for woodland development, but the information at hand gives us a firmer 
base on which to develop more effective cooperative programs in the valley. 
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THE SURVEY 


Purpose of the survey was to seek out and identify the characteristics of 
properties and individuals that make for satisfactory or unsatisfactory manage- 
ment. We wanted to find out why some cases succeeded while others failed. We 
heped to identify the key factors involved in either success or failure. 

As a first step, we collected up-to-date information on each of the 505 cases 
(survey form, p. 36). This included establishment records, plus a chronological 
listing of all management practices carried out by each owner. We tried to evalu- 
ate the effect of each action on the productivity of the woodland. Where possible, 
we noted the reasons for any action contrary to the original management recom- 
mendations. If the property had changed hands, we identified each owner’s con- 
tribution to woodland management. 

Since our aim was to identify characteristics typical of either satisfactory 
or unsatisfactory management, we first had to determine which cases were 
clearly one of the other. Two tests were applied. First, each case was rated 
on the basis of a set of performance standards. After taking into account all 
components of management—cutting budget, cutting system, logging methods, 
fire control, etc.—each case was classified as satisfactory, unsatisfactory, or 
marginal. 

The second test was based on total volume of desirable growing stock. Had it 
clearly increased, clearly decreased, or remained about the same? Since stock- 
ing was inadequate on practically all woodlands when the management plans 
were prepared, increased volume of desirable growing stock was the second key 
test of satisfactory management. If it had not increased, the case was either 
unsatisfactory or marginal. 

After applying both tests to the 505 cases, 216 were rated marginal. That is, 
they were neither clearly satisfactory nor unsatisfactory. These were laid aside. 
Only the 289 rated satisfactory or unsatisfactory by both tests were considered in 
the final tabulation and analysis. Desirable growing stock on these 289 cases 
clearly increased or clearly decreased due to owner action—not by accident. 
After 10 to 14 years, improvement was clearly evident on 200 cases; 89 had gone 
backward. 

These 289 cases range in size from 8 to 53,000 acres and total 278,000 acres. 
They are located in 73 counties in 6 States. 


SUMMARY OF FINDINGS 


Quality of management varied directly with total cut volume, total leave 
volume, and per-acre cut and leave volume. Owners who had good timber 
apparently had more incentive to practice forestry than those who had poor 
stands. , 

Eighty percent of the woodlands still in the hands of original owners were 
being managed satisfactorily. Management was satisfactory on only 34 per- 
cent of those that had changed hands. 

Large holdings were well managed; small holdings were more often neglected. 
Although our body of data included only 18 cases over 500 acres, none of these 
fell in the unsatisfactory class. Below 500 acres, factors other than size appeared 
to have more influence. Successful cases with less than 500 acres had better 
growing stock and more cut and leave volume than unsuccessful ones. The larger 
demonstrations were all successful despite relatively poor growing stock and low 
merchantable volume. 

Sixty-two percent of the owners under 40 years of age managed their forest 
property satisfactorily ; owners above 40 years had a success ratio of 74 percent. 
’ ‘There was little difference in the performance of men and women as managers 
of forest properties. 
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Individuals who inherited their property showed slightly more interest in good 
management than those who purchased. 

People who held the land less than 10 years showed less apparent interest in 
forestry than more permanent owners. Those who retained ownership for 20 
years or more did the best job. 

Absentee owners, as a group, managed their property about as well as resident 
owners. However, absentee owners without a responsible resident manager were 
only 53 percent successful as compared with 93 percent of those with such a 
manager. 

Those who attempted better woods management before the case record was 
begun did a better job of following recommendations than those with no prior 
interest. 

Owner participation in field work apparently did not increase the chances for 
successful management. 

In every case where the owner employed a private consulting forester, man- 
agement practices were found to be satisfactory. 

The successful forest manager apparently is the type of person who is in- 
terested in civic affairs. There was a strong correlation between management - 
success and participation in community activities. 

The better managers customarily sought and used technical assistance in all 
their affairs—not only in forestry matters. 

Successful business managers were also good woodland managers. Eight out 
of 10 owners whose general business efficiency rated “good” provided satisfac- 
‘tory forest management. The ratio was below 50 percent for those who general 
business efficiency rated “poor.” 

There ‘were three times as many successes as failures among those whose 
economic status had improved. Where economic status remained unchanged, 
there were less than twice as many. (None of the owners appeared to have 
worsened financially during this period.) 

Unmortgaged woods were better managed than those under mortgage. 

Owners who received a major portion of their income or other substantial 
benefits from their woodlands did a better job of management. Where wood- 
lands provided only a small portion of total income, they received less atten- 
tion and less effective management. 

Most owners became interested in forestry through personal contact with 
public agency representatives rather than through neighbors, books, pamphlets, 
magazines, or other sources. They responded to encouragement and periodic 
technical help from foresters. Those contacted most often through the years 
did the best work. Management was satisfactory in every case where agricul- 
tural extension workers continued to provide guidance after the demonstration 
was set up. 

Reasons for unsatisfactory management, expressed by the owner (and usually 
apparent to the interviewers), were most often tied in with financial difficulties. 
But reasons for satisfactory management also tied into economics. Successful 
managers saw a better income and more timber for future use through manage- 
ment. Pride of ownership, interest in a family estate, and additional security ap- 
peared to be the underlying motives for better management. 

Most owners suggested more information, education, and demonstration as 
the best way to assure general practice of satisfactory forest management. 
However, of the 68 failures identified by cause, 57 percent could be traced to 
economic pressure, land becoming more valuable for other uses, fire, storms, in- 
sects, or trespass—not lack of forestry information. The remaining 43 percent 
might have been helped by more educational effort. 
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COMMENTS 


Those interested in woodland management may read from these tables many 
indications and inferences, some, perhaps, contradictory. It seems fairly clear, 
however, that a basic motive in good management is pride of ownership and 
interest in productive land management as a longtime family enterprise. 

There are also many indications that low income and financial difficulties were 
the main reason for unsatisfactory management. .As a woodland manager, the 
otherwise efficient businessman was more successful than the inefficient business- 
man. Owners who improved their economic status during the past 10 years were 
more often successful woodland managers than those who did not. Those with 
unmortgaged property were more successful than those with mortgages. The 
best managers had the most timber and retained their property longer. 

Contrary to the theory advanced by some, chance of failure did not increase 
when the owner knew how much timber he would have left after a selection cut. 
And, ironically, the owners who had the interest and time to help foresters with 
the fieldwork, and thus receive on-the-ground training were no more successful 
than those who were completely occupied with other business interests and 
usually employed someone else to help with timber estimating and marking. 
These facts seem to indicate that information, interest, and good intentions can- 
not insure good cutting practices by the low-income, small-woodland owner who 
lives from one financial crisis to the next. 

The results of this survey should not discourage those who believe that forest 
management can be advanced through education. Many of the early cases in- 
cluded in this analysis were pioneering ventures. Some relatively unstable in- 
dividuals were encouraged to set up demonstrations simply because they owned 
forest land and expressed a willingness to try management. With the-volume 
of experience now available, the guidelines suggested by this study should lead 
to a high percentage of successful demonstrations. 


WoopLAND CHARACTERISTICS 


Was quantity of timber important? 


Management rating 


(percent) 


Number 
of cases 
Satisfactory Unsatis- 

factory 


Tos — in original stand (thousand board-feet): 
0 99 


7,000 or more 


36 Saatien dens sks alin dts pe namnabhaion kina teemien 7. 





Recommended cut per acre (board-feet) : 





Recommended leave oon acre roe ard-feet) 
0 to 1,999 2 “i 


4, 000 or more. 
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Was size significant? 
Acres 1-39 40-99 100-499 500+ 


Satisfactory 
Management 






Unsatisfactory 


percent 
Management 


Below 500 acres, no combination or grouping of cases indicated anything 
significant. : 


Management rating (per- 
cent) 


Demonstration size (acres) Number ' 
Satisfactory Unsatisfac- 
tory 
BOD Bo ice dp cock elae wich cede eencin nec eccesns a 141 63 37 
tinh cin Rieckihs oR chedebetinncnccaccoonahll 7 : 77 23 
ee Oe Se tick taretbovedtnmitéccwsacsene cece scot 53 64 36 
i iidinn ae inkdctensedadkindhuercnavercccnsavesneencs 18 TE tosnkcsnadintin’ 
EE a 289 69 31 
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Owner CHARACTERISTICS 


Did change of ownership have an effect ? 


Ownership changes 0 1 2+ 







Satisfactory 
Management 


Unsatisfactory 
Management 


The rate of failure in multiple-owner cases was three times that of single- 
owner cases. 


Management rating 


. Number of (percent) 
Ownership changes ! woodlands 

Satisfactory | Unsatis- 

| : factory 
Doce dd acbsnadeccesceccs le a liaecetch esas 216 | 81 19 
Livdscdncudctucinetincossacdatdi edb huawebemsalaeitainaned 59 34 66 
8 GF TRGERs « ccencccecccecccotiebaignousehiicad=ssnteldpcass 14 43 57 

DO. xiecnsncecsnnsdeetttoiticnadaan ei eas 280 | 69 


31 


1 Includes all owners, not just those taking significant action. 
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Was occupation of owner a factor? 
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Management rating 


(percent) 
Owner occupation Number 
Satisfactory Unsatis- 
factory 
Pe ee ae eet eee 

Back hes naikshsitlaimigl dnc win ectniin dinintel side wi. oman oaanontations 164 78 22 
industrial, investment, professional. _-_-_---............--.-.--- 38 76 24 
Trades and labor, housekeeping.._.........-.....-.---.------- 15 60 40 
Merchandising, commercial..._.-......-..--.--+.-.-----.--- 34 50 50 
Oity, state, municipal, schools. - .......... .ssssccsssscsessews 10 100 f2200 LO 
Total 4.2... -.cncnce spo nanes- 3 ke CRS CS 1 261 | 74 | 26 





1 This and following owner analysis tables compare only those cases where present status of management 
‘was due to action taken by a single owner. 


Was age of owner important? 


Years 20-39 40-49 50-69 70+ 







Satisfactory 
Management 


Unsatisfactory 
Management 
percent 
Owners less than 40 years of age managed their forest property satisfactorily 
in 62 percent of the cases; owners over 40 years of age were successful in 74 
percent. 


Management rating 




















(percent) 
Owner’s age Number ! 
Satisfactory Unsatis- 
factory 
a" ene 
isi Miia nonnondllenscna<ascsbonediaieeenne | 29 | 62 38 
00 Os aise ccscccsssszessesas~s00 wemawessp.- sensational 47 | 7 26 
EEE cictcds Mivedcewexecedniinen < 01sec padandiapnimnmieintadabiiiiia | 131 | 73 27 
OE TID ainiches wannsnenescsjanewesnst eccehsninienteaeinl 36 | 78 | 22 
i desniicinsnaeie bvieies i ccalghsincalateleee iii sail niitnatibhes | 1 243 | 73 | 27 
1 Age not recorded in 18 cases, including corporations, States, and municipalities. 
Were men better managers than women? 
Men Women 


Satisfactory 
Management 


Unsatisfactory 
Management 





percent 


2 AON 
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Sex alone does not appear to be a determining factor in forest management. 


Management rating 





(percent) 
Sex of owner Number 
Satisfactory | Unsatisfac- 
tory 
Te eS 216 73 27 
ae tN AEE MEN Sch nasi tel cnaiam beipaihigthaintnsinnon: 31 74 26 
Te ae RIE Site hi needs in ale ahaha: "4247 73 27 


4 Sex not recorded in 14 cases, including corporations, States, and municipalities. 
Was method of acquisition significant? 


Method of acquisition Purchased Inherited 


Satisfactory 
Management 


Unsatisfactory 
Management 





percent 


Owners who inherited their property were satisfactory managers more fre- 
quently than were those who purchased. 


Management rating (per- 
cent) 








Method of acquisition Number 
Satisfactory | Unsatisfac- 
tory 
UE tn nig it eR acmibnin qrbepeine: a. wotinanas 167 71 29 
Be camdenbncovccccccey non Sahil nani lvenepiniteiyaieitabeetsiruied 94 79 21 
a a bnrabsistnnninoeerenia 261 74 26 
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People who had held land less than 10 years before establishing demonstra- 
tions were less successful managers than those who had owned their land 
longer. 





Management rating 
(percent) 


Years of tenure Number 






Satisfactory 


Was resident ownership essential? 
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Satisfactory 
Management 








Unsatisfactory 
Management 


percent 


Best management was provided by absentee owners with responsible resident 
managers. 





Management rating 








(percent) 
Residence status ! Number 

Satisfactory Unsatis- 

factory 
a want 230 74 26 
Absentee with responsible manager. -.............-.-......-.-- 14 93 7 
Absentee without responsible manager-................--.-.-- 17 53 47 
Te ee aia bamibomsodueeniindnaid 261 74 26 





1 To be classed as resident, the owner must live on the property or near enough to adequately supervise 


forestry activities. 
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Was prior forestry experience helpful? 


Prior experience Some None 







Satisfactory 
Management 


Unsatisfactory 
Management , percent 






Prior interest in timber growing increased chances for success in forest man- 
agement. 








Management rating 








: : (percent) 
Prior experience Number 
Satisfactory | Unsatisfac- 
: tory 
a | 
DORs cco cvecncxcdchtht amare th >-ecckemdablagbnscscnnend 128 88 12 
Noe. .........-..-- eee -- 22+ eiee eonneesene 132 59 41 
TOL... 002 <b a ob b dticndanscessdesaeiwncn 261 74 26 


Was owner participation in fieldwork essential? 


Owner participation 


Substantial 
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Satisfactory 
Management 


Unsatisfactory 
Management 





percent 








582 TIMBER SALES—QUINAIELT INDIAN RESERVATION 


Owners who helped cruise and mark timber were no more successful as forest 
managers than those who did not. 










Owner participation Number 


Was the moner who did his own logging a better manager? 
Logging by Owner Others 


Satisfactory 
Management 







Unsatisfactory 





Management percent 
Management rating 
(percent) 
Logging by— Number 
Satisfactory | Unsatisfac- 

tory 
NN ios a stetiascrsis eine hchaptidin eens wvasendniere i RM URN Ne tee tc 89 &8 12 
hidden beat eEonttncntnvcrnandrnrclintebubliscdiarcan 172 67 33 
a sable 261 74 26 








Number of visits 0-1 2-5 6+ 






Satisfactory 
Management 






Unsatisfactory 


ercent 
Management P 
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The more followup contacts between owner and forester, the higher the per- 
centage of successful management demonstrations. 





Management rating 


(percent) 
Number of visits Number 





Satisfactory | Unsatisfac- 





tory 
CE as bnkind deM hop nace sisi tn ial ce sneen et deta inne alae 40 37 63 
es cence totilnc wa ion enbctiibeccsenedubladbesaiin 127 72 23 
NE Eis cs cscbcinpimenscchaia sine aaa agioioenieabeli alle cae pan alae 87 95 5 
me at a a F lennneeaniinalh. diem 
Die suiisccnisiceiinienrsaiensicincvasacedeaimiaaaainniail 261 74 26 


Was followup by agriculturists helpful? 
Assistance by state agricultural agencies Yes No 






Satisfactory 
Management 






Unsatisfactory percent 
Management 


In every case where the owner received followup assistance from an agricul- 
turist (usually a county agent) management was satisfactory. 


Management rating (per- 
cent) 





Assistance by State agricultural agencies Number 
Satisfactory | Unsatisfac- 
tory 
i 
GI = dias cwake Slam baineeie Signed em oa armed andhonppinionasshcaeeliaaneian 81 TREE: cncinnccewtnll 
Mtiikats+ 5s tielindsdwnauhsoheltie cd manos <auheniatnmanleanaal 180 62 38 
URE NR so ccgcc sd tat cake eh os ee oe 261 74 | 6 
Were consultants effective? 
Used consultant Yes No 


Satisfactory 
Management 


Unsatisfactory percent 
Management 
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Owners who employed consultants (mostly in industrial and investment 
groups) provided satisfactory management in every case. 


Management rating 
(percent) 





Used consultant Number . 
] 
Satisfactory | Unsatisfac- 
tei tory 
Se ee eae A Ms ll Mr bees Se 
Miia tee tate nie oc oo arch gee wan ee oc uc eicsec eee kcal 250 73 | 27 
tesa PN oo A ase oe 261 74 | 26 
| 





Was use of technical information typical of the successful manager? 


Used technical information Yes No 






Satisfactory 
Management 


Unsatisfactory 
Management 





percent 


Owners who. took advantage of all sources. of available assistance in other 
fields were most receptive to forestry guidance. 


Management rating 








‘ (percent) 
Used technical information Number ig 
| 

Satisfactory | Unsatis- 

factory 
AEE china nnwcn REE ty ann ¢wnie so nprunweivnineebesiinnralite 230 80 20 
Bas dees tekatac MNP al es os sckel ek PAs ain cliches 31 29 71 
Ne hi Doct techn kisim bs pail Oh eee wi 2's ines piremmnrweciansntatinaipasinee 261 | 74 26 


Was activity in community affairs an indicator? 


Active Not active 







Satisfactory 
Management 


Unsatisfactory 
Management 
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Of those owners active in community and farm organizations, only 1 in 6 
failed to improve is woodlands. 





Management rating 


(percent) 
Activity in community affairs Number 
Satisfactory | Unsatisfae- 
tory 
a 
MOIIG nn ooo nn hist tae o- === 4ebaedeneee Mech de ey 187 83 17 
INOS RONNIE no nnn. tie ha seth ac cn hl eae oi welcecan 74 50 50 ' 
Total... cscs =getedcatd: 3<<- daa cocecuveccs 261 _——-s 74 | 26 i 





Did business efficiency indicate forest management ability? 


General business efficiency Good Fair Poor 







Satisfactory 
Management 


Unsatisfactory 
Management 


Owners whose general business efficiency was rated good provided satis- 
factory management in 8 out of 10 cases; for those with a poor efficiency rating, 
the ratio was less than 5 in 10. { 





Management rating 
(percent) 
General business efficiency Number oe 


Satisfactory | Unsatis- 
factory 





Poor. 













586 TIMBER SALES—QUINAIELT INDIAN RESERVATION 


What about owner’s economic status? 


Economic status 






Satisfactory 
Management 
Unsatisfactory 
Management 







percent 


Woodland management improved with improved economic status of the owner.’ 


Management rating 
(percent) 







Economic status 2 Number 





Satisfactory Unsatis- 
fac 


eee ee ee ee ee 










1 Applies to owner’s major business activities whether connected with demonstration or not. 
? Change in situation since demonstration was established. 





Were mortgages a factor? 






.Not mortgaged 


Mortgaged 






Satisfactory 
Management 


Unsatisfactory 
Management 






percent 
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Unmortgaged woodlands were better managed than mortgaged woodlands. 


M — _— 
Mortgage status 


What was owner attitude on credit? 


Needed credit 


Satisfactory 
Management 


Unsatisfactory 


Management percent 


Of the 39 owners who expressed a need for credit, 33 were already doing a 
satisfactory job of management. 


Management rating (percent) 
Needed credit f Number | 


Satisfactory | Unsatisfactory 


Satisfactory 
Management 


Unsatisfactory 
Management 
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Properties owned primarily because of their woodlands were not managed 
much better than those where woods were of secondary importance. , 




















Management rating 
(percent) 
Reasons for owning property Number 
Satisfactory | Unsatisfac- 
tory 

——$—<— —$ arena] 

Woods main reason: 
Investment in land euntjor ¢ I sop ink seem 16 75 | 25 
Beer Mears GOP Pe ns... 8 niece ede 2 BOD IT A, cniswen 
EEE ES Ck ee: Fn a 2 100 |----. a aa ach 
Watershed protection................-...-. peevinnwalnie 1 ME ie iniaeeaeie <t 
Educational uses.......................-- iin nnswac eel 3 67 | 33 
24 79 | 21 
Woods secondary reason; SS a | 
eas erate Riana whee Liban teeta snack aettie wiaiereedes 163 77 | 23 
UNIS. cchinink ium siithnen ted babemiiienttdiiaKhbinvosanne 24 83 | 17 
Nn Sin este l a aalod os Ua eee Ea saeteths dao bed sen on 4 MOD ibis wikaninsee ‘ 
Investment, farming------.-- Sin pega vcs a acinanan 46 : 54 46 
237 | 73 | 27 
MN Eee ~ 261 | 0!” SS 








Was interest in family estate a factor? 


Interest in estate Yes No 





Satisfactory 
Management 







Unsatisfactory 
Management 


Bight out of ten owners interested in building an estate or long-term family 
enterprise provided satisfactory management. 





Management rating 








(percent) 
Interest in estate Number _— e 
Satisfactory Unsatisfac- 
| tory 
an eek 5. Spi IS CUAL wo cancesnaneeen 194 81 19 
Ph NOON 2 ea Saadeh a cecccceupeens 67 54 | 46 
intel i eee a ted 261 74 | 26 
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GENERAL 


How did owner become interested? 






g 

m v 

So 

Origin of E s 2 3 

interest 5 Ze 

a, ° = 
Satisfactory 
Management 


Unsatisfactory 


Management ourceut 


Most landowners first became interested in forestry through personal contact 
with a public agency representative—usually a county agent. 


Management rating 


: (percent) 
Origin of interest Number | 
Satisfactory Unsatis- 
factory i 
NE IE is tieecictninsduinecenialaon eueee ote ame 192 73 22 
I, DN CO sakes merci cccidcatinchindnpeiemi tata 2 62 38 
i ntstensccindé een edtniaamdidnditadsusécaodtetiadeiadvintanie * 45 
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Number influenced 


Unsatisfactory 


Management 


Satisfactory 
Management 
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Owners of 131 demonstrations felt that they had influenced others in a general 
way; 32 named 121 other owners they had influenced to practice forestry. In 
92 cases the demonstrations had no apparent influence. 


Management rating 
Number of (percent) 
Others infiuenced demon- 
strators 


Satisfactory Unsatis- 


SIRI Ss wiht << cite swan caeaan 


Seis thie sncmon SEE sete sgel. ohuaaminamies 


1 Owner was sure he or his demonstration had infiuenced others in a general way, but could not give 
specific instances. 


What motivated successful managers? 


Reason given by owners ! 


Selective harvest meant better income 

Wanted timber for future 

Conservation minded 

Convinced by others - 

INO Cnn nn hn oes 2 ae Seah Li hide oa 


1 Groupings were not predetermined. They were suggested by analysis of owners’ replies. 


How would landowners promote forestry? 


Landowner’s suggestions ! N 


General education 

More demonstrations, technical aid 

Expanded marking service 

Forest credit ___._- 

Regulation legislation 

Better fire prevention 

eT ee eee eee are ne ae ae bin thal 
Premium price on products from managed woods. 

No opinion 


bt et mt 09 09 SD 


1 Groupings were not predetermined, They were suggested by analysis of owners’ replies. 
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How did owners explain unsatisfactory management? 


Reason given by owners ! Number of 

cases 
nk Se ok ona nnduibornncduecoccensccsucucs 32 
Sales pressure by mill operators..................---..-------------ss-2----.- 3 
Land-use ae Gtk SRR oe ce auanentaceacnedcessonwe 9 
Nee bn ceaseneranoence 9 
rely Olea ool Bin peesatetatadbacecnesueccceses 6 
Didn’t like i  . ceekesmace~e 1 
i a a ih neainamnommney 258 





1 Groupings were not predetermined. They were suggested by analysis of owners’ replies. 


231 owners gave no reason, 


Forester analysis of unsatisfactory management 


Percent 








Explanation ! Number of 
cases 
Re SEE © 08 22S A ee ae eS ee Se 24 | 
ease raantibenganenennesececn 12 | 
Land more valuable for other uses__.............-.-..----.------------------ 9 
RIL BEERS, 6 ion en cnc sense ncn we wen eedwsQu keh Susiblad suns 8 | 
LEEDS EE EELS SELLE TE IL 6 
Land sold: new owner not interested ___..............--.-.--..-------------- 6 
Absentee owner: inadequate supervision... ...........-..-..-...-------.---- 3 
tied dianscant til hone eee eenewes 268 


1 As indicated by over-all case history and information obtained from owner. 
2 In 21 cases the forester could determine no obvious reason, 


Percent 
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TVA 5570 (FR-7=55) Sheet 4 


Initial Owner Information 


Name 


Occupation 3; Age 3; Sex 


How was land acquired? Purchase 3 inherited 3 other (specify) 


Number of years in this ownership 3; In family 


Resident 3; Absentee - If absentee, does owner have a responsible 


resident manager? 


5-0 Participation 


5-1 


What farestry practices were carried out by the owner priar to establish- 


ment of the demonstration? 


What initiated owmer's interest or request for assistance? 


Did landowmer assist with field wark (percent of time)? 
Did owner do his own logging? Sawing? 


Have any private consultants been retained by ower? - If so, what 
type of service? 


Did state agency representative assist with establishment of field wark 
(percent of time)? 


What assistante have state people given since establishment? 


How many owner contacts were made by foresters from delivery of plan wtil 
initial action was completed? + Fran completion 
of initial action until now? 
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TVA 5570 (FR-7-55) Sheet 5 


6.0 Economic Status 

6.1. What is this owner's largest source of income? 

6.2 Has the cepital value ond earning capacity of the business or property 
other than woodlands been increased dur ing owner's tenure? 

6.3 Is land mortgaged? FS 

6.4 What percentage is net woodland income of total net income? 

6.5 Does ower feel he needs and would use forest credit if it were readily 
available? 


7.0 Owner's Attitude and Opinions 

7.1, Are farming or business methods modern and efficient? 

4le2 Does he make use of public services and other sources to obtain information 
and technical assistance? 

7.3 Is he active in community and farm organisations? 


7.4 Wes he influenced others in good forest management? 
Wo. of Cases General 


7.5 What is owner's major reason for owning the property? 

7.6 Does he want this property to remain in family indefinitely? 

7.7 What reasons does the owner give far good or poor management practices or 
giving woodland no attention? 





7.8 What does this owner think is needed to get farest management practiced 


generally (beyond his own case)? 











8.0 Interviewer's Opinion: Has this owner done a satisfactory___, unsatis- 


factory__., or marginal __job of management? If satisfactory or 
unsatisfactary, list primary reasons 











I ccieticiacntincnsintinctinteniarcmsintjpenicnnsennenessaneantee Date 
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TVA 5570 (FR-7=-55) Sheet 6 


Subsequent Owner Information 
9.0 General 
9.1 Neme 


9.2 Occupation es ce AGP oF 


9.3 How was land acquired? Purchase 3 inherited 3 other (specify) 


9.4 Number of years in this ownership 3 In family 


9.5 Resident 3 Absentee - If absentee, does owner have a responsible 


resident manager? 


10.0 Participation 
10.1 What forestry practices were carried out by this owner priar to acquiring 


this property? 


When did this ower learn he was purchasing ar had purchased @ woodland - 

: Management demonstration? 

Was a management plan ar other specific information regarding this partic- 
ular woodland passed on to this ower by the previous owmer____., public 
agency representative?... If so, watt 


Has this owner been provided any technical farestry services in managing 
the woodland? - If so, explain 


Did owner assist with field wark (percent of time)? 


How many times has this owner been contacted by foresters , other 


public agency representatives regarding management of this woodland? 
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TVA 5570 (FR=7=55) Sheet 7 


11.0 Esongmic Status 
11.1 What is this owmer's largest source of income? 


11.2 Has the capital value and earning capacity of the business ar parperty 
other than woodlands been increased during owner's tenure? 

11.3 Is land mortgaged? 

11.4 What percentage is net woodland income of total net incame? 








11.5 Does owner feel he needs and would use forest credit if it were readily 


available? 


12.0 Owner's Attitude and Opinions 
12.1 Are farming or business methods modern and efficient? 
12.2 Does he make use of public services and other sources to obtein information 


and technical assistance? 





12.3 Is he active in commmity and farm organizations? 


12.4 Was he influenced others in good farest management? 
No. of Cases ner 


12.5 What is omer's majar reason for owning the property? 
12.6 Does he want this property to remain in family indefinitely? 





12.7 What reasons does the owner give for good or poor management practices’ or 
giving woodland no attention? 

















12.8 Whet- does this ower think is needed to get forest management Practiced 
generally (beyond his own case)? 








‘ON egg 








13.0 Interviewer's Opinion: Has this omer done a satisfactory _, unsatis- 
—emmanenine : Rectineaia 
factory » @ marginal job of management? If satisfactary ar 


unsatisfactory, list primary reasons. 








canna iii 
Interviewer : Date 








(Whereupon, at 12: 03.p. m., the hearing was adjourned. ) 
x 





